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Opinions 
34-11430 Varosh, Inc. and Boteo Tachkov 
Findings, Opinion and Order. 
Improper Extension of Credit - 
Failure to Comply with Prompt 
Receipt and Delivery Interpre- 
tation. 

Metropolitan Edison Company 
Alteration of Rights of Holders 
of First Mortgage Bonds - Soli- 
citation of Proxies. 


35-18993 


Enforcement 
LR-6889 U. S. Financial, Inc., et al. 
A final judgment of permanent 
injunction was entered against 
William L. O’Bryon enjoining 
him from further violations in 
connection with making false 
statements of material facts or 
omitting to state material facts 
concerning the earnings and fi- 
nancial condition of U. S. Fi- 
nancial, Inc. or any other is- 
suer. 

Ashland Oil, Inc., et al. 
An order of permanent injunc- 
tion entered against Ashland 
Oil, Inc., Orin E. Atkins, 


LR-6892 


Rules 
34-11424 


34-11425 





William R. Seaton and Clyde M. 
Webb in connection with use of 
corporate funds for unlawful 
political contributions or similar 
unlawful purposes, making ma- 
terially false or fictitious entries 
in its corporate books and re- 
cords and establishing or main- 
taining any secret or unrecorded 
fund of corporate monies or 
other assets. 

Rubinson, et al. 
Sidney Stein and Philip Kaye 
were sentenced, Norman Rubin- 
son, Albert Feiffer, and Law- 
rence Levine were found guilty 
of conspiracy, William K. Ches- 
ter and Edgar Reynolds were 
found guilty of violations of 
Section 5 of the Securities Act. 

Robert Alden Rhoads, et al. 
Four separate indictments re- 
turned, charging 8 individuals 
with multiple charges includ- 
ing violations of the Federal 
securities laws, conspiracy, 
mail fraud, wire fraud and 
the filing of false tax return, 
all arising out of alleged fraudu- 
lent activities relating to the 
Shamrock Fund. 

General Refractories Company, et al. 
Suit alleges violations of antifraud 
and reporting provisions. 


Adoption of Form U-3, now Desig- 
nated from BD, and Amendment 

of Rule 15b3-1; Adoption of Form 
U-4 and Amendment of Rule 15b8-1 
Adoption of Revised Initial Fees and 
Assessments for Nonmember (SECO) 
Broker-Dealers 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 36/May 21, 1975 


See Securities Exchange Act Release No. 11432/May 21, 
1975. 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11424/May 16, 1975 


ADOPTION OF FORM U-3, NOW DESIGNATED FORM 
BD, AND AMENDMENT OF RULE 15b3-1 (17 CFR 8240. 
15b3-1) UNDER THE SECURITIES EXCHANGE ACT OF 
1934; ADOPTION OF FORM U-4 AND AMENDMENT 
OF RULE 15b8-1 (17 CFR §240.15b8-1) UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 (File No. S7- 
541) 


The Securities and Exchange Commission today announced 
adoption of Form U-3, a uniform application for registration 
as a broker-dealer under Section 15(b) of the Securities Ex- 
change Act of 1934 (the “Act’’) and for the amendment of 
such registration. Form U-3 would replace present Form BD, 
but the designation “Form BD” would be retained and the 
Form is so referred to hereinafter. The Commission also 
announced adoption of Form U-4, a uniform application 

for registration of associated persons. Form U-4 would re- 
place Form SECO-2. 


In addition, Rule 15b3-1 has been amended to provide that, 
after the effective date, each registered broker or dealer is 
required to file new Form BD (that is, Form U-3 as adopted) 
furnishing all information required therein at such time as 
the broker’s or dealer’s registration presently on file requires 
amendment. In any case a new Form BD must be filed with- 
in 120 days after the effective date of the amendment to 
Rule 15b3-1. 


Paragraph (a)(3) of Rule 15b8-1 has been amended to pro- 
vide that, after the effective date, each nonmember broker 
or dealer is required to file a Form U-4 when the informa- 
tion contained in any Form SECO-2, currently on file on be- 
half of any associated person, becomes inaccurate or incom- 
plete for any reason. Form U-4 would not have to be filed 
for all associated persons within a specific time frame. The 
procedures for amending Form U-4 under Rule 15b8-1 as 
proposed have been revised somewhat. 1/ 


Introduction 


The securities industry has recognized the need for uniform 
forms for a number of years. Efforts to develop a uniform 
application for registration as a broker-dealer began as early 
as 1967 when, in Securities Exchange Act Release No. 8125 
(July 18, 1967), the Commission announced major revisions 
of Form BD. 2/ 
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The current impetus for development of uniform forms came 
in September, 1972 when the Commission appointed three 
advisory committees to undertake a comprehensive review 
of the reports and other paperwork requirements incident 

to rules of the Commission and those of the self-regulatory 
organizations in the securities industry. One of these com- 
mittees, the SEC Advisory Committee on Broker-Dealer Re- 
ports and Registration Requirements, was asked to direct 

its attention to the reporting requirements of registered brok- 
ers and’ dealers. In December, 1972, the Committee pre- 
sented its Study to the Commission (“Advisory Committee 
Study”). The Advisory Committee Study concluded that, 


“[T] he present regulatory reports submitted by 
broker-dealers require duplication of efforts by 
firms and regulators. This is wasteful without 
necessarily serving the public interest.” 


In 1972, after the Advisory Committee Study was presented, 
a Committee of the North American Securities Administra- 
tors (“NASA,” the organization of state securities adminis- 
trators) renewed active development of Form U-3 and in- 
vited Commission and industry participation. 


Form U-4 developed from a concurrent effort directed 
principally by the New York Stock Exchange, Inc. (“NYSE”), 
the National Association of Securities Dealers, Inc., 
(“NASD”) and other self-regulatory organizations. A number 
of other entities, including the NASA and the Commission, 
also contributed to the development of the Form. 


In January, 1974, the Commission announced a program of 
implementation regarding the Advisory Committee Study. 
The release setting forth the program stated, 


“The Commission believes that the development 
and implementation of...uniform forms on a wide 
scale would be significant in enhancing the flow 
within the securities industry of information need- 
ed for regulatory purposes while at the same time 
alleviating a substantial and particularly duplicative 
paperwork burden imposed on broker-dealers regis- 
tered with more than one organization or state.”’ 3/ 


Subsequently, the forms were considered by the SEC Report 
Coordinating Group (Advisory), an advisory committee 
charged with reviewing forms and reports required of broker- 
dealers by the Commission and the self-regulatory organiza- 
tions. The Report Coordinating Group adopted the following 
resolution: 


“Resolved that the SEC Report Coordinating Group 
recommends that the Securities and Exchange Com- 
mission publish for comment as proposed forms the 
Form U-3 to replace the Form BD and the Form U-4 
to replace the SECO-2 Form, and that the Commis- 
sion urge the states and self-regulatory organizations 
to adopt said Form U-3 and Form U-4.” 


The NASA has advised the Commissior: that as of this time 
approximately 45 states have expressed approval of new 
Form BD. The NASD has similarly indicated that it will 
use new Form BD. 


The Commission understands that all of the national securi- 
ties exchanges, approximately 45 states and the NASD have 
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expressed approval of Form U-4. 


i jecordinaly, the Commission has adopted these forms. 4/ 


Form BD 


New Form BD is the product of a significant joint effort 
over the past two years on the part of the NASA, represen- 
tatives of the securities industry and the self-regulatory or- 
ganizations, and members of the Commission’s staff. In 
general, the structure of new Form BD is similar to current 
Form BD. The scope of the questions has been expanded. 
While the Commission believes that the Form will provide 
amore comprehensive picture of the applicant or registrant, 
the Form is not significantly longer than current Form BD. 


It is important to note that only the substantive wording 
of new Form BD has been adopted. The Commission is 
preparing a format for the Form and would appreciate the 
comments of interested persons on the appropriate format. 
In order to allow completion of this format and printing, 
Form BD will not be put into service until August 1, 1975. 


Several significant changes have been made in the Form as 
adopted based upon the comments of interested persons on 
the proposed Form. 


Some commentators suggested that Questions 10(a)(i) and 
10(a)(iv) were overly broad and might encompass matters 
wholly unrelated to the safe operation of the securities busi- 
ness such as revocation of a driver’s license. Similarly Ques- 
tion 10(a) (xii) was criticized as covering matters not neces- 
sarily within the scope of information needed by the Com- 
mission for regulatory purposes. 


Accordingly, Questions 10(a)(i) and 10(a)({iv) (relating to 
material misstatements and certain violations of the securi- 
ties laws, respectively) have been limited to situations where 
the person has been found to have committed the act or vio- 
lation by a state or the Federal government or an agency 
thereof and only in relation to the securities laws of that 
state or the Federal government. 


Question 10(b)(i), the comparable question relating to 
commodities, has been similarly modified to limit the ques- 
tion to findings by a governmental authority. 


Question 10(a)(xii) dealing with certain penalties for viola- 
tions of standards of professional conduct has been deleted 
because the question was deemed to be too wide-ranging 
without a sufficient counterbalancing regulatory purpose. 
This is particularly so in view of the fact that Form U-4, 
which will be used by the self-regulatory organizations and 
SECO, requests information generally covering such prob- 
lems. 


In the Schedules, it was noted that the provision of Schedule 
A requiring officers, directors, and certain shareholders to 
disclose the exact percentage of their ownership was un- 
necessarily specific and would frequently require the com- 
putation of minute fractional interests. The same comment 
was made in regard to Schedule B for partnership interests. 
It was suggested that general categories indicating a range of 
ownership be inserted as is done in current Form BD. 5/ 






The Schedules have been modified to indicate ranges of 
ownership, but these have been altered from current 
Schedules A and B to more closely reflect the regulatory 
and enforcement needs of the Commission. For example, 
persons with a 5% or greater ownership interest in a broker- 
age firm have a more restricted status than ordinary custom- 
ers in the event of the liquidation of that firm under the 
Securities Investor Protection Act of 1970. Thus, the 
Schedules would now allow identification of such per- 

sons. a 


In Schedule D, the Form as proposed required a manual 
signature and notarization of the individual or person for 
whom the Schedule was submitted. It was suggested that 
this would create a serious burden for broker-dealers with 
large numbers of officers and directors registered in vari- 
ous states. In view of the fact that the entire Form is 
signed, certified and notarized by a principal officer, gen- 
eral partner or managing agent, the additional signature 
on Schedule D has been eliminated. As a result, a broker- 
dealer registering with the Commission and in a number 
of states could make mechanical reproductions of the en- 
tire Form completing only Item 1 for each individual 
agency, jurisdiction or organization and signing Item 4. 6/ 
In addition, a Schedule F would have to be separately pre- 
pared for each state. 


Finally, as with current Form BD, a warning regarding 
intentional misstatements and certain other matters and 
notice that the Form must be kept current is printed in 
the left-hand margin. It is anticipated that this would 
appear on every page. 


FORM U-4 


Form U-4, as noted, would replace Form SECO-2. Form 
SECO-2 was adopted in September 1965 pursuant to 
Rule 15b8-1. (Securities Exchange Act Release No. 7697). 


Like Form SECO-2, Form U-4 is in two parts. The first is 
to be completed by the broker-dealer with which the appli- 
cant will be associated. It contains general information re- 
garding the organizations and states with which the asso- 
ciated person is to be registered and the identity of the 
prospective employer. It indicates the capacity in which 
the applicant will be employed. It also contains a certifi- 
cation that the prospective employer has made a due and 
diligent inquiry into the background of the applicant. 


The second part, to be completed by the applicant, con- 
tains information concerning the person’s educational back- 
ground and business associations; a series of questions con- 
cerning any disciplinary proceedings or court actions 
brought against him; and certain information about criminal 
convictions. Form U-4 also requests information as to wheth- 
er the applicant has taken and passed qualifying examina- 
tions. 


While Form U-4 is longer than Form SECO-2, the Commis- 
sion believes the additional information is both necessary 
and appropriate. 


Several changes should be noted, however. Item 12 has been 
modified. Item 12 requires the broker-dealer firm to certify 


SEC DOCKET/3 





that it has made due and diligent inquiry into the applicant's 
background and that the applicant is qualified to undertake 
the position for which he is applying. The certification as 
proposed contained a sentence, required by certain states, 
that the acts, omissions, or misstatements of the employee 
would be considered the acts, omissions, or misstatements 

of the firm and be binding on the firm. Since the statement 
is required by only a few states, the sentence has been moved 
to the state supplemental information sheet, where it will be 
submitted only to those states which require it. 7/ 


Questions 26 and 51 of Form U-4 require significant supple- 
mental information to be submitted to verify the back- 
ground of the applicant. As Form U-4 was proposed, this 
supplemental information would not be required for NASD 
purposes. The Commission has concluded that such supple- 
mental information is not necessary for SECO purposes 
either, and in some cases may not be appropriate to meet 
the Commission’s regulatory needs. Accordingly, this supple- 
mental information will not be required for associated per- 
sons of SECO broker-dealers. 


Questions 52 and 53 of Form U-4 request information about 
certain criminal convictions the applicant may have on his 
record. Information about arrest, indictment, and conviction 
records of associated persons is required to be kept by brok- 
er-dealers under Rule 17a-3(a)(12)(A)(8) under the Securi- 
ties Exchange Act of 1934 (17 CFR §240.17a-3(a)(12)(i)(h)). 
This requirement is satisfied if the broker-dealer submits an 
application or questionnaire concerning the associated person 
which contains the required information to a self-regulatory 
organization and retains a complete copy in his records. Form 
U-4 would, in general, serve as the application or question- 
naire. 


Rule 17a-3(a)(12)(A)(8) has been proposed for amendment 
to eliminate certain information now required (Securities 
Exchange Act Release No. 11402, May 7, 1975). It is antici- 
pated that Questions 52 and 53 would be modified to follow 
the language in the rule. Accordingly, the precise wording of 
these questions has not been finalized at this time. 


In other material respects, Form U-4 as adopted is compar- 
able to the Form as proposed except for wording changes de- 
signed to make the Form clearer. 


Rule 15b3-1 


Rule 15b3-1 has been adopted as proposed. The purpose of 
the amendment to Rule 15b3-1 is to require every broker or 
dealer whose registration is effective, or who has an applica- 
tion for registration pending on the date on which the amend- 
ment to Rule 15b3-1 becomes effective, to file a complete 
new Form BD the first time an amendment to the Form BD 
currently on file otherwise is required, but in no event later 
than 120 days after the effective date. The effective date for 
Rule 15b3-1 and new Form BD is August 1, 1975. 


Rule 15b8-1 


The purpose of the amendment to Rule 15b8-1 is to require 

each nonmember broker or dealer to file a new Form U-4 for 
each associated person whenever the Form SECO-2 currently 
on file for such person becomes inaccurate or incomplete for 
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any reason. follc 







The Rule, as proposed, would also have required a nonmem 
ber broker-dealer to update Form U-4 by filing a complete 
new Form U-4 whenever the information in a Form U-4 al- 


Rule 
al 


tion 
ready on file on behalf of an aasociated person became in- 
accurate or incomplete for any reason. Because of the greater, _ (a) 
length of Form U-4, several commentators suggested that re- acti 
filing a complete new Form for each update would be un- (ott 
necessarily burdensome. suct 
ing 
The Commission has modified Rule 15b8-1 so that amend- 
ments to Form U-4 could be submitted by letter. The letter 
must state clearly the associated person on whose behalf it 
is being filed, the exact identification by number of the (3) 
item(s) being changed, and the new information submitted. inv 
U-4 
It should be carefully noted that this does not change the per 
obligation of each nonmember broker or dealer to file a of : 
Form U-4 to replace each Form SECO-2 currently on file cor 
for any associated person when the information on such for 
Form SECO-2 becomes inaccurate or incomplete for any sol 
reason. A new Form U-4 would not have to be filed to re- me 
place a Form SECO-2 within any specified time period, aF 
however. The effective date for Rule 15b8-1 and Form U-4 file 
would be July 15, 1975. pel 
2i 
STATUTORY AUTHORITY 
Co 
Form BD and Form U-4 are adopted pursuant to Sections 
15(b), 17(a) and 23(a) of the Act. Rule 15b3-1 and Rule In 
15b8-1 are amended pursuant to Sections 15(b), 17(a) do, PF 
and 23(a) of the Act. Form BD and Rule 15b3-1 will be 1 
effective August 1, 1975; Form U-4 and Rule 15b8-1 will i © 
be effective July 15, 1975. to 
Fi 
Text of Amended Rule 15b3-1 Bi 
The text of amended Rule 15b3-1 is as follows: 
Rule 15b3-1. Amendments to application. 
e 
(a) Every broker or dealer whose registration is effective, or m 


whose application for registration is pending on August 1, ti 
1975, shall file as an amendment to the application a com- 
plete Form BD (as adopted April 16, 1975). This shall be 
filed the first time an amendment is required to be filed 
under paragraph (b) of this rule, but in no event later than 
120 days after Auaust 1, 1975. 


(b) If the information contained in any application for regis- 
tration as a broker or dealer, or in any amendment thereto, 
becomes inaccurate for any reason, the broker or dealer shall 
promptly file an amendment on Form BD correcting such in- 
formation. 


n @aos @& qlLIN_ND 
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(c) Every amendment filed pursuant to this section shall con- 
stitute a “report” within the meaning of sections 15(b), 17(a), 
and 32(a) of the Act. 
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Text of Amended Paragraph (a)(3) of Rule 15b8-1 


The text of amended Paragraph (a)(3) of Rule 15b8-1 is as ( 
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follows: 


ae 15b8-1. Qualifications and fees relating to brokers or 


alers who are not members of a national securities associa- 
tion. 


(a) No nonmember broker or dealer shall effect any trans- 
action in, or induce the purchase or sale of, any security 
(otherwise than on a national securities exchange) unless 
such nonmember broker or dealer meets all of the follow- 
ing conditions: 


(3) Such nonmember broker or dealer shall file promptly, 
in writing, information making accurate or complete a Form 
U-4 filed after July 15, 1975, on behalf of any associated 
person whenever the information filed previously on behalf 
of such associated person, is or becomes inaccurate or in- 
complete for any reason. This information may be in letter 
form and must be signed by a principal officer, partner, 

sole proprietor, or managing agent as appropriate. A non- 
member broker or dealer who prior to July 15, 1975 filed 

a Form SECO-2 on behalf of any associated person shall 

file promptly a complete Form U-4 for such associated 
person when the information contained in the Form SECO- 
2 is or becomes inaccurate or incomplete for any reason. 


Conclusion: 


Interested persons may submit their comments on the ap- 
propriate formating for Form BD in writing by June 16, 
1975 to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capito! Street, Washing- 
ton, D. C. 20549. All such communications should bear 
File No. S7-541 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ For U-3 (i.e. new Form BD), Form U-4, and the amend- 
ments to Rules 15b3-1 and 15b8-1 were proposed in Securi- 
ties Exchange Act Release No. 11135, December 13, 1974. 


2/ It was hoped that revised Form BD would be adopted by 
the states and the self-regulatory organizations as well! as the 
Commission, but unfortunately, Form BD did not achieve 
wide acceptance. Since that time, despite periodic efforts, 
uniformity has not been achieved. Forms U-3 and U-4, how- 
ever, have been accepted by a substantial number or organi- 
zations and states. 


3/ Securities Exchange Act Release No. 10612 (January 24, 
1974). 


4/ Separate omnibus securities bills have recently been pass- 
ed by the Senate and House of Representatives. The forms 
may be subject to modification in order to conform to appli- 
cable provisions of any securities legislation which may be 
enacted. 


5/ Current Form BD is divided into the following categories: 


Oto 10; above 10 to 25; above 25 to 50; above 50 to 75; and 


above 75 to 100. 


6/ In printed format it is anticipated that both Item 1 and 
item 4 would be on page 1. 


7/ It is the Commission’s understanding that approximately 
10 states require this. In regard to the liability of a broker- 
dealer for the acts of its agents, see, inter alia, Securities and 
Exchange Commission v. Management Dynamics, Inc. 2d 
Cir. No. 74-1680 (March 18, 1975). 


FORM BD 


UNIFORM APPLICATION FOR REGISTRATION, LI- 
CENSE OR MEMBERSHIP AS A BROKER-DEALER 
OR TO AMEND SUCH APPLICATION UNDER THE 
SECURITIES EXCHANGE ACT OF 1934, OR UNDER THE 
LAWS OF CERTAIN JURISDICTIONS (NOTED ON PAGE 
) OR UNDER THE CONSTITUTIONS OR RULES OF 
THE SELF-REGULATORY ORGANIZATIONS (NOTED 
ON PAGE ). 


|. General Instructions for Preparing and Filing Form BD 


1. This Form is to be used to apply for registration, license, 
or membership with a number of agencies, jurisdictions, or 
organizations. A list of these agencies, jurisdictions, or or- 
yanizations with the respective addresses for filing is includ- 
ed as a separate page following these instructions. Special 
Instruction Sheets for each agency, jurisdiction, or organiza- 
tion are also needed to complete the Form. They may be 
obtained from the agency, jurisdiction, or organization to 
which you are applying and must be read in conjunction 
with these instructions for each agency, jurisdiction, or or- 
ganization to which you are applying. 


2. ALL PAGES REQUIRING SIGNATURES MUST BE 
EXECUTED WITH A MANUAL SIGNATURE OF THE 
APPROPRIATE DULY AUTHORIZED INDIVIDUAL . 
All information required by Form BD and any Schedule 
thereunder must be submitted on the prescribed form, or 
mechanical reproductions thereof. Page 1 must contain an 
original manual signature for each agency, jurisdiction, or 
organization. Mechanical reproductions of signatures are 
not acceptable. All other pages containing correct informa- 
tion may be mechanically reproduced by any method pro- 
ducing clear, legible copies of identical type size. Retain 
one exact copy for your records. 


Additional copies of Form BD are available at each of the 
agencies, jurisdictions, or organizations listed on the page 
following these instructions. 


3. If Form BD is filed by a sole proprietor, it shall be signed 
by the proprietor; if it is filed by a partnership, it shall be 
signed in the name of the partnership by a general partner; 

if it is filed by an unincorporated organization or association 
which is not a partnership, it shall be signed in the name of 
such organization or association by the managing agent -- 
i.e., a duly authorized person who directs or manages or who 
participates in directing or managing its affairs; if it is filed 
by a corporation, it shall be signed in the name of the cor- 
poration by a principal officer duly authorized. 


4. \f the space provided for any answer on the Form is in- 
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sufficient, the complete answer shall be prepared on Sched- 
ule E which shall be attached to the Form. If the space pro- 
vided for any answer on the Schedules is insufficient, the 
answer shall be completed on additional copies of the appli- 
cable Schedule which shall also be attached to the Form. 


5. Individuals’ names, except for executing signatures, shall 
be given in full wherever required (last name, first name, 
middle name). The full middle name is required. Initials are 
not acceptable unless the individual legally has only an ini- 
tial. If so, indicate this after the initial. 


6. A Form BD which is not prepared and executed in com- 
pliance with applicable requirements may be returned as 
not acceptable for filing. However, acceptance of this Form 
shall not constitute any finding that it has been filed as re- 
quired or that the information submitted is true, current, 
or complete. 


7. Definitions: 


a. Unless the context or the Special Instruction Sheets for 
the individual agencies, jurisdictions, or organizations clear- 
ly indicate otherwise, all terms used in the Form have the 
same meaning as in the Securities Exchange Act of 1934 
and in the Generai Rules and Regulations of the Securities 
and Exchange Commission. 


b. Jurisdiction - Unless the context otherwise requires, 
“jurisdiction” means a state, a territory, the District of 
Columbia, the Commonwealth of Puerto Rico, or a pro- 
vince of the Dominion of Canada. 


c. Applicant - Uniess the context otherwise requires, ‘‘appli- 
cant” means the person filing the Form BD, whether as an 
initial application or amendment to a previously filed Form 
BD for registration, membership, or license. “Person” in 
this context is the broker-dealer or person which will be the 
broker-dealer and not the individual completing the Form 
unless they are identical. ““Applicant” includes a “‘regis- 
trant.” 


d. Self-Regulatory Organization - Unless the context other- 
wise requires, “‘self-regulatory organization’ means any na- 
tional securities exchange or national securities association 

registered under the Securities Exchange Act of 1934. 


8. The information contained in Form BD is of a continuing 
nature and must be updated or amended periodically upon 
the happening of certain events. Consult the Special Instruc- 
tion Sheets for the agencies, jurisdictions, or organizations 
with which it is to be filed. 


9. Although the purpose of Form BD is to bring as much 
uniformity and resultant simplicity to the registration of 
broker-dealers as possible, some jurisdictions or organiza- 
tions require information in addition to that required in 
Form BD and may have supplementary requirements for the 
completion of the Form. Therefore, consult the Special In- 
struction Sheets for each agency, jurisdiction, or organization 
with which this Form is to be filed. 


ll. /nstructions Relating to Filing Form BD as an Applica- 
tion 


10. If Form BD is being filed as an application for registra- 
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tion, all applicable items must be answered in full and all 
supplemental information for each agency, jurisdiction, or 
organization with which the Form is to be filed must be 
supplied for that agency, jurisdiction, or organization. If 
any item is not applicable, indicate by ‘“‘none” or “N/A” 
as appropriate. 





\, 


itl. /nstructions Relating to AMENDING Form BD 

11. If the information contained in Form BD after it is 
filed as an application, or in any supplement or amend- 
ment thereto, is or becomes inaccurate for any reason, 
an amendment must be promptly filed at specified times 
for each agency, jurisdiction or organization. 


12. Where an item is being amended only those items which 
are being amended or which have changed since the previous 
filing need be filed, except that a completed page 1, manu- 
ally signed, must be filed with each amendment. WHEN 
ANY ITEM ON A PAGE IS AMENDED, IT IS NECES- 
SARY TO ANSWER ALL OTHER ITEMS ON THE PAGE 
BEING AMENDED. 


\V. /nstructions as to SPECIFIC ITEMS on Form BD 


13. Item 1 - Indicate the agency, jurisdiction, or organiza- 
tion with which this copy of page 1 is to be filed and wheth- 
er the Form is filed as an application or amendment for 
that agency, jurisdiction, or organization. 


14. Item 2(a) - Check all agencies, jurisdictions, or organize- 
tions with which you are registered or with which you are 
currently registering. Indicate each agency, jurisdiction, or 
organization with the appropriate code number in the space * 
provided. CODE NUMBERS: If currently applying, insert ‘ 
number 1; if application is pending, insert number 2; if al- 1 
ready registered, insert number 3. If applicant is, or is to 

be, a clearing member of any organization, insert the letter 
“C” after the number. Note: This item is to be periodically 
updated only when page 1 is otherwise filed. Do not update 
this item alone. 


15. Item 2(b) - Include a street address; post office box 
numbers alone are not acceptable. 


16. Item 4 - Item 4 must include an original manual signa- 
ture for each agency, jurisdiction, or organization. Mechani- 
cal reproductions of signatures are not acceptable. 


17. Item 7 - State your current legal residence address. 


18. Item 8(a) - If this Form is filed as an application by a 
broker-dealer on behalf of a successor not yet formed or 
organized, the information furnished shall relate to the suc- 
cessor to be formed. The Form shall be executed by the pre- 
decessor. Section 15(b) of the Securities Exchange Act of 
1934 and Rule 15b2-1 (17 CFR §240.15b2-1) provide that 
registration shall terminate on the forty-fifth day after the 
effective date unless prior thereto the successor shall adopt 
the application as its own. This procedure cannot be used 
where the successor is a sole proprietor. 











19. Item 8(b) - If a registered partnership is dissolved and a 
new one is created to continue the business of the old one, 
the new partnership must file a new or successor application 
as a broker-dealer. 









yr 











20. Item 10 - Check your answers to Items 2(b), 8, 9 and 
the related Schedules for the names of all persons who are 
covered by any of the subsections of Item 10. Similarly, 
any persons who directly or indirectly control or are con- 
trolled by the applicant including any employee are covered 
by Item 10. For each affirmative answer, list the persons in- 
volved on a Schedule D and give full details of any of these 
incidents, including, for example, the parties involved, time 
and place, subject matter, and the outcome of the proceed- 
ings. 


21. Item 12 - Refer to Schedule D and Instruction 25. 
V. Instructions Relating to SCHEDULES 

22. Schedule A - Schedule A is for corporations. 

23. Schedule B - Schedule B is for partnerships. 


24. Schedule C - Schedule C is to be completed only by or- 
ganizations or associations which are not sole proprietors, 
corporations, or partnerships. 


25. Schedule D - Schedule D is to be filed for two classes of 
persons: (a) Each natural person named in Items 2(b), 8, 
and 9 or any Schedule thereunder, except that Schedule D 
need not be furnished for any person who meets both the 
following conditions: (1) he owns less than 10% of any 
class of equity security of the applicant, and (2) he is not 

an officer, director or person with similar status or func- 
tions; and 


(b) Each person subject to any action reported under Item 
10. 


“Person” in (a) includes only natural persons. “Person” in 
(b) includes corporations, partnerships, and other organiza- 


tions, as well as natural persons. If the “‘person” is other than 


a natural person, complete only Parts |, Il, and VII of 
Schedule D. Note: The agencies, jurisdictions, and self- 
regulatory organizations may require the filing of a separate 
form (for example Form U-4) concerning officers, directors, 
and associated persons. Schedule D is to be filed in addition 
to and not in lieu of such additional form. 


26. Schedule E - Schedule E may be used (1) where the 
space provided for any answer on the Form is insufficient; 
or (2) in response to all items in the Form which require the 
submission of Schedule E. Schedule E should not be used 
where the space on any Schedule is insufficient. In that case 
use additional copies of the applicable Schedule. 


27. Schedule F - Schedule F is to be completed only if and 
to the extent required by the Special Instruction Sheet(s) of 
the jurisdiction(s) to which you are applying. The Special 
Instruction Sheets will indicate what items are to be com- 
pleted for each jurisdiction. 


28. Key to State Abbreviations 


AL - Alabama MT - Montana 

AK - Alaska NE - Nebraska 

AZ - Arizona NV - Nevada 

AR - Arkansas NH - New Hampshire 
CA - California NJ - New Jersey 

CO - Colorado NM - New Mexico 


CT - Connecticut NY - New York 

DE - Delaware NC - North Carolina 
DC - District of Columbia ND - North Dakota 
FL - Florida OH - Ohio 

GA - Georgia OK - Oklahoma 

HI - Hawaii OR - Oregon 

ID - Idaho PA - Pennsylvania 
IL - Ilinois RI - Rhode Island 
IN - Indiana SC - South Carolina 
1A - lowa SD - South Dakota 
KS - Kansas TN - Tennessee 

KY - Kentucky TX - Texas 

LA - Louisiana UT - Utah 

ME - Maine VT - Vermont 

MD - Maryland VA - Virginia 

MA - Massachusetts WA - Washington 
Mi - Michigan WV - West Virginia 
MN - Minnesota WI - Wisconsin 

MS - Mississippi WY - Wyoming 

MO - Missouri PR - Puerto Rico 


[End of Instructions] 


[There would be inserted at this point a list of each of the 
agencies, jurisdictions, and organizations with which this 
Form may be filed and the correct mailing address for each.] 


FORM BD 


UNIFORM APPLICATION FORREGISTRATION, MEM- 
BERSHIP, OR LICENSE AS A BROKER-DEALER OR TO 
AMEND SUCH AN APPLICATION UNDER THE SECURI- 
TIES EXCHANGE ACT OF 1934, OR UNDER THE LAWS 
OF THE JURISDICTIONS OR UNDER THE CONSTITU- 
TIONS AND RULES OF THE SELF-REGULATORY OR- 
GANIZATIONS ACCEPTING THIS FORM 


General: Read all instructions before preparing the Form. 
Read the Special Instruction Sheets for each agency, juris- 
diction, or self-regulatory organization with which this Form 
is to be filed. Please print or type all responses. 


If this Form is filed as an amendment, only a completed and 
signed Page 1 and those items which are being amended or 
which have changed since the previous filing need tc be 
filed. 1/ 


1/ In printed format, it is naticipated that page 1 of Form 
BD would end with the signature in Item 4. 


WARNING: Failure to keep this Form current and to file 
accurate supplementary information on a timely basis and 
the failure to keep accurate books and records or otherwise 
to comply with the provisions of law applying to the conduct 
of business as a broker-dealer would violate the Federal se- 
curities laws and the laws of the jurisdictions and may result 
in disciplinary, administrative or injunctive or criminal action. 
INTENTIONAL MISSTATEMENTS OR OMISSIONS OF 
FACTS MAY CONSTITUTE CRIMINAL VIOLATIONS. 


IN COMPLIANCE WITH THE APPLICABLE SECURITIES 
LAWS OR MEMBERSHIP REQUIREMENTS, THE UNDER- 
SIGNED HEREBY SUBMITS THE FOLLOWING INFOR- 
MATION: 
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1. This Form is filed with 





name of agency, jurisdiction or 





organization, as an: 


APPLICATION AMENDMENT 

2. (a) The undersigned is filing or has filed its application 
for registration, membership, or license as a brokef-dealer 
with the following: 


(Place a code number after each applicable agency, self-re- 
gulatory organization, or jurisdiction in accordance with the 
following code numbers: If currently applying, insert num- 
ber 1; if application is pending, insert number 2; if already 
registered, insert number 3. If you are, or are to be, a clear- 
ing member of any of the self-regulatory organizations, in- 
sert the letter ““C” after the number.) 


io ai ee 
xe oo" | ee 
a a | 
Ah. Me. Mens ne, - 
a” FF “2 oS 
a: I se VL 
CT. ME__ ~NY__ VT__ 
DE MD NC VA__ 
co mm. @O.. WA... 
FL. so MI__—s OH _—s WV ___|_| 
CA... Mis eR, wis 
m ‘SR. 5 ge. vo Tope 
0 es 2 ee 

SEC___—s SECO 

NASD 


AMER. STK. EXCH. 

BOST. STK. EXCH. 

CHI. BOARD OF TRADE 

CHI. BOARD OPTIONS EXCH. 
CINCINNATI STK. EXCH. 
DETROIT STK. EXCH. 
INTERMOUNTAIN STK. EXCH. 
MIDWEST STK. EXCH. 

NEW YORK STK. EXCH. 
PACIFIC STK. EXCH. 

PBW STK. EXCH. 

SPOKANE STK. EXCH. 


(b) Exact name, principal business address, mailing address 
if different, and telephone number of applicant: 





Name (if sole proprietor, state last, first and middle) 





Previous name, if name of business is hereby amended. 
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IRS Empl. Ident. No. 





Number and Street City State 





Mailing address (if different) 





(area Code) Telephone No. WATS Line (if any) 
(c) Applicant is a: 


Corporation Partnership Sole Proprietor 


Other 





(Specify) 


3. Name under which business is conducted, if different from 
Item 2(b): 





4. (a) Person to contact for further information concerning 
this Form: 





Name Title 





Mailing Address 





(Area Code) Telephone No. 

(b) Person authorized to receive compliance and information 
communications, and who is responsible for disseminating 
the same within the applicant's organization: 





Name Title 





Address 





(Area Code) Telephone No. 


(c) DATE , 19 








Name of Applicant 





Signature and Title 











Attest 
Signature and Title 
STATE OF ) 
) ss 
COUNTY OF ) 
EXECUTION 


The undersigned, being first duly sworn, deposes and says 
that he has executed this Form on behalf of, and with the 

















aut 
stat 
her: 
are 


any 
inte 








= 








authority of, said applicant, and that the information and 
statements contained herein, including exhibits attached 
hereto and other information filed herewith, all of which 
are made a part hereof, are current, true, and complete. 
The undersigned further represents that to the extent that 
any information previously submitted is not amended, such 
information is currently accurate and complete. 





Signature 


Subscribed and sworn to before me this 
_, 19 


day of 





(NOTARIAL SEAL) 





Notary Public 


My commission expires 





5. If applicant is a corporation: 


1. Date and place of incorporation: 





Month Day Year 





State 
2. List below each class of equity security: 


Voting Non-Voting 








6. (a) Ils applicant a successor to a registered broker-dealer 
and taking over all or substantially all of the assets and lia- 
bilities and continuing the business of a registered broker- 

dealer? 


Yes No 


If “yes” state: 


(1) Date of Succession: 





(2) Full name and IRS Empl. Ident. No. of predecessor: 





Full name IRS Empl. Ident. No. 





SEC Registration Number (if any) 


(b) Has applicant merged with or acquired another registered 
broker-dealer? If ‘“yes”, describe briefly on Schedule E. 


Yes No 





7. If applicant is a sole proprietor, state full residence ad- 
dress and social security number. 





Number and Street City State Zip Code 





Social Security Number 


8. (a) If applicant is a corporation, complete Schedule A. 
(b) If applicant is a partnership, complete Schedule B. 


(c) If applicant is other than a sole proprietor, partnership, 
or corporation, complete Schedule C. 


9. (a) Does any person not named in Items 2(b) and 8, or 
any Schedule thereunder, directly or indirectly through 
agreement or otherwise, exercise or have the power to ex- 
ercise a controlling influence over the management or poli- 
cies of applicant? 


Yes No 


If “yes”, state on Schedule E the exact name of each per- 
sor (if individual, state last, first, and middle names) and 
describe the agreement or other basis through which such 
person exercises a controlling influence. 


(b) Is the business of applicant wholly or partially financed 
directly or indirectly, by any person not named in Items 
2(b) and 8, or any Schedule thereunder in any manner other 
than by: (1) a public offering of securities made pursuant 
to the Securities Act of 1933; (2) credit extended in the 
ordinary course of business by suppliers, banks and others; 
or (3) a satisfactory subordination agreement, as defined 

in Rule 15c3-1 under the Securities Exchange Act of 1934 
(17 CFR 8240. 15c3-1)? 


Yes No 


If ““yes”’, state on Schedule E the exact name (last, first, 
middle) of each person and describe the agreement or 
arrangement through which such financing is made avail- 
able including the amount thereof. 


10. (a) State whether the applicant, any person named in 
Items 2(b), 8, and 9 or any Schedule thereunder, or any 
other person directly or indirectly controlling or controlled 
by the applicant, including any employee: 


(i) Has been found by the Securities and Exchange Commis- 
sion or any jurisdiction to have made or caused to be made 
any statement which was, at the time and in the light of the 
circumstances under which it was made, false and misleading 





If any item on this page is amended, you must answer in full 
all other items on this page and file with a completed and 
signed page one. No schedule required by any item on this 
page need be filed with an amended item unless the Sched- 
ule itself is amended. 
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with respect to any material fact, or to have omitted to 
state any material fact which was required to be stated, in 
any application for registration or report required to be filed 
under the Federal securities laws or under the securities laws 
of any jurisdiction, or in any proceeding before the Securi- 
ties and Exchange Commission or any jurisdiction relating 
to securities or the conduct of business as a broker-dealer or 
investment adviser or associated person thereof. 


Yes No 


(ii) Has been convicted within 10 years of any felony or 
misdemeanor (1) involving the purchase or sale of any se- 
curity; (2) arising out of the conduct of the business of a 
broker, dealer, or investment adviser; (3) involving embezzle- 
ment, fraud, or misappropriation of funds or securities; or 
(4) involving violation of Sections 1341, 1342, or 1343 of 
Title 18 United States Code (mail fraud, fraud by wire, in- 
cluding telephone, telegraph, radio or television) or similar 
provisions of the Dominion of Canada; or has pleaded no/o 
contendere to any such felony or misdemeanor. 


Yes No 


(iii) Is permanently or temporarily enjoined by order, judg- 
ment or decree of any court from acting as an investment ad- 
viser, underwriter, broker, or dealer, or as an associated per- 
son or employee of any of the foregoing or as an affiliated 
person or employee of any investment company, bank, or 
insurance company, or from engaging in or continuing any 
conduct or practice in connection with any such activity, 
or in connection with the purchase or sale of any security 
or arising out of any securities or investment advisory activ- 
ities. 

Yes No. 





)iv) Has been found by the Securities and Exchange Com- 
mission or any jurisdiction or any court to have violated or 
to have aided, abetted, counselled, commanded, induced, 

or procured the violation by any other person of the Fed- 
eral laws or the laws of any jurisdiction relating to securities 
or relating to the conduct of business as a broker, dealer, 
investment adviser, or investment company, any rule or 
regulation under any of such laws, or any rule of any self- 
regulatory organization, or to have failed reasonably to 
supervise another person who committed such a violation. 


Yes No 


(v) Has been the subject of an order of the Securities and 
Exchange Commission entered pursuant to paragraph (7) 
of Section 15(b) of the Securities Exchange Act of 1934, 
as amended, or an order of a court or agency of any juris- 
diction, barring or suspending the right of such person to 
be associated with a broker or dealer. 


Yes No. 








(vi) Has been denied membership or registration with or 
has been suspended, revoked or expelled from membership 
or registration with any self-regulatory organization; or has 
been suspended or barred from being associated with any 
member of such self-regulatory organization. 
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Yes No 


(vii) Has been found to have been a cause of the denial, sus- 
pension, or revocation of any person’s membership or regis- 
tration with any self-regulatory organization or the expul- 
sion of any person from any such organization. 


Yes No. 


(viii) Has been denied registration (license) with or suspend- 
ed, revoked or expelled from registration (license) with the 
Securities and Exchange Commission or any jurisdiction (or 
any agency thereof) as a broker, dealer, investment adviser, 
securities salesman, or as a person associated with a person 

engaged in such business. 


Yes No 


(ix) Has been the subject of any order, judgment, decree or 
other sanction of a foreign court, foreign exchange, or for- 
eign governmental or regulatory agency arising out of any 
securities or investment advisory activities. 


Yes No 


(x) Has been, within the past 10 years, the subject of any 
cease and desist, desist and refrain, prohibition, or similar 
order which was issued by the United States or any juris- 
diction arising out of the conduct of the business of a 
broker-dealer or investment adviser. 


Yes No 


(xi) Has been associated at any time as an officer, director, 
general partner,-or owner of 10 percentum or more of the 
voting securities or has at any time directly or indirectly 
through agreement or otherwise exercised or had the power 
to exercise a controlling influence over the management or 
policies of a broker or dealer for which a trustee has been 
appointed pursuant to the Securities Investor Protection 
Act of 1970 or which has been adjudicated bankrupt. 


Yes No 


(b) For purposes of part (b), the terms the ‘Act’, the “CEA”, 


the “Secretary”, the “CEC” and the “CFTC” mean, respec- 
tively, the Commodity Exchange Act, as amended, the Com- 
modity Exchange Authority, the Secretary of Agriculture, 
the Commodities Exchange Commission and the Commodi- 
ties Futures Trading Commission, and the terms “contract 
of sale’, “commodity”, “future delivery”, “contract mar- 
ket”, “futures commission merchant”, “floor broker’, 
“commodity trading adviser’, “commodity pool operator” 
and “national futures association”’ have the meanings pro- 
vided in the Act. State whether the applicant, any person 


named in Items 2(b), 8, and 9, or any Schedule thereunder, 





If any item on this page is amended, you must answer in full 
all other items on this page and file with a completed and 
signed page one. No schedule required by any item on this 
page need be filed with an amended item unless the Sched- 
ule itself is amended. 











(ii) 
fel 
of 
(B) 


=asaarrcta= 


oO 
= 






) 


’ 


‘ 






| 








su 


or any person, directly or indirectly controlling or controll- 
)d by the applicant, including any employee: 


(ji Has been found by the Secretary, the CEA, the CEC, 

the CFTC, or any jurisdiction to have made or caused to be 
made any statement which was, at the time and in the light 
of the circumstances under which it was made, false and 
misleading with respect to any material fact, or to have 
omitted to state any material fact which was required to be 
stated in any application for registration or report required 
to be filed with the CEA, the Secretary, the CEC, the CFTC, 
or any jurisdiction, under the Act, or the commodities laws 
of any jurisdiction or in any proceeding before the CEA, the 
Secretary, the CEC, the CFTC, or any jurisdiction. 


Yes 


No 


(ii) Has been convicted, within the past 10 years, of any 
felony or misdemeanor (A) involving the purchase or sale 

of contracts of sale of a commodity for future delivery, 

(B) involving embezzlement, fraud or misappropriation of 
funds or contracts of sale of a commodity for future delivery 
or (C) arising out of the conduct of the business of a futures 
commission merchant, floor broker, commodity trading ad- 
viser, commodity pool operator, contract market or as a 
member of a national futures association; or has pleaded 

nolo contendere to any such felony or misdemeanor. 


Yes No 








(iii) Is permanently or temporarily enjoined by order, judg- 


irs or decree of any court of the United States or any 


jurisdiction from acting as a futures commission merchant, 
floor broker, commodity trading adviser, commodity pool 
operator, contract market or member of a national futures 
association or as an associated person or employee of any 
of the foregoing or from engaging in or continuing any 
conduct or practice in connection with any such activity 
or in connection with the purchase or sale of contracts for 
future delivery of a commodity or arising out of any com- 
modity trading or commodity advisory activities. 


Yes 


No 


(iv) Has been denied registration (license) with or suspended, 
revoked or expelled from registration (license) with the CEA, 
the Secretary, the CEC, the CFTC, any contract market, any 
national futures association, or any jurisdiction, or has been 
barred from engaging in business as a futures commission 
merchant, floor broker, commodity trading adviser, commod- 
ity pool operator, contract market or member of a national 
futures association or from being associated with any person 
engaged in any such business. 


Yes 


No 


(c) State whether the applicant, any person named in Items 
2(b), 8, and 9, or any Schedule thereunder, or any other per- 
son directly or indirectly controlling or controlled by the 
applicant including any employee is presently the subject of 

any proceedings in which an adverse decision would result 

in any of the foregoing questions in (a) or (b) being answered 
yes.” 


Yes 


—_—_— 


No 





If this is an initial application and the answer to any para- 
graph of this item is “yes”, explain on Schedule D. If this is 
an amended application and any answer has been changed, 
explain on Schedule E. 


11. Each agency, jurisdiction, or self-regulatory organization 
in which applicant is or is to be a member or with which the 
applicant is or is to be licnesed, or registered or to which ap- 
plication has been made should be listed in Item 2(a) on 
page . If any license, registration, or membership listed 
therein is of a restricted nature or has been suspended or 
terminated, or withdrawn or voluntarily terminated explain 
fully on Schedule E. 


12. Complete a separate Schedule D for each appropriate 
person in accordance with the instructions thereon and in- 
struction 25 to this Form. 


13. Does applicant: 


(a) Have any arrangement with any other person, firm or 
organization under which: 


(1) any of the accounts or records of applicant are kept or 
maintained by such other person, firm, or organization? 


Yes 


No 


(2) such other person, firm or organization (other than a 
bank or satisfactory control location as defined in paragraph 
(c) of Rule 15c3-3 under the Securities Exchange Act of 
1934, (17 CFR §240.15c3-3)) holds or maintains funds or 
securities of applicant or any of its customers? 


Yes 


No 


(b) Have any arrangement with any other broker or dealer 
under which the applicant refers or introduces customers 
to such other broker or dealer? 


Yes 


No 





If the answer to any paragraph of this item is “yes”, furnish 
as to each such arrangement the full name and principal 
business address of the other person, firm, or organization, 
and a summary of the arrangements on Schedule E. 


14. (a) Does applicant control or is applicant controlled 
directly or indirectly by any partnership, corporation, or 
other organization engaged in the securities or investment 
advisory business? If “yes’’, state full name and principal 
business address of such partnership, corporation or other 
organization and describe the nature of control on Schedule 
e. 


Yes 


No 





If any item on this page is amended, you must answer in full 
all other items on this page and file with a completed and 
signed page one. No schedule required by any item on this 
page need be filed with an amended item unless the Sched- 
ule itself is amended. 
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(b) ls applicant registered (or have application pending) as 
an investment adviser? 


Yes 


No 


15. Check types of business engaged in (or to be engaged 
in, if not yet active) by applicant. Do not check any cate- 
gory which accounts for or is expected to account for less 
than 10% of annual gross revenue from the securities busi- 
ness. 


(a) Exchange member engaged in exchange commission 
business ( ) 


(b) Exchange member engaged in floor activities ( ) 


(c) Broker or dealer making inter-dealer markets in cor- 
porate securities over-the-counter ( ) 


(d) Broker or dealer retailing corporate securities over- 
the-counter ( ) 


(e) Underwriter or selling group participant (corporate 
securities other than mutual funds) ( ) 


(f) Mutual fund underwriter or sponsor ( ) 
(g) Mutual fund retailer ( ) 
(h) Government or municipal bond dealer ( ) 


(i) Broker or dealer selling variable life insurance or 
annuities ( ) 


(j) Solicitor of savings and loan accounts ( ) 

(k) Real estate syndicator ( ) 

(I) Broker or dealer selling oil and gas interests ( ) 
(m) Put and call broker or dealer or option writer ( ) 


(n) Broker or dealer selling securities of only one issuer 
or associated issuers (other than mutual funds) ( ) 


(o) Broker or dealer selling securities of non-profit organiza- 
tions (e.g., churches, hospitals) ( ) 


(p) Investment adviser ( ) 


(q) Broker or dealer selling tax shelters or limited partner- 
ships ( ) 


(r) Mortgage broker or banker ( ) 

(s) Other (give details on Schedule E) ( ) 

16. (a) Does applicant effect transactions in commodity 
futures, commodities or commodity options as a broker 


for others or dealer for its own account? 


Yes 


No 


(b) Does applicant engage in any other non-securities busi- 
ness? If “yes” describe such other business briefly on Sched- 
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No 








If any item on this page is amended, you must answer in full 
all other items on this page and file with a completed and 
signed page one. No Schedule required by any item on this 
page need be filed with an amended item unless the Sched- 
ule itself is amended. 
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SCHEDULE A OF FORM BD - FOR CORPORATIONS 








l uf (Answers in response to Item 8(a) page ) File No. IRS Empl. Ident. No. 
) 











il |. Full name of applicant exactly as stated in Item 2(b) of Form BD. 





Date as stated in 
ITEM 4(c) of FORM 


BD accompanying 
|. Name under which business is conducted if different: this Schedule 

















lil. Complete and mark appropriate columns for (a) officers, directors, and persons with similar status or functions; and 
(b) any other person who is, directly or indirectly, the beneficial owner of 1% or more of the authorized shares of any 
class of equity security of applicant unless the applicant is a corporation registered pursuant to Section 12 of the Securi- 
ties Exchange Act of 1934 (or a corporation which is exempted pursuant to Subsections (g)(2)(B) or (g)(2)(G) thereof) 

in which case any other person who is, directly or indirectly, the beneficial owner of 5% or more of the authorized shares 
of any class of equity securities of applicant. Place an asterisk (*) after the anmes of the persons for whom a change in 
title, status, or stock ownership is being reported. Place a double asterisk (**) after the names of persons which are ADD- 
ED to those furnished in the most recent previous filing. Designate percentage of ownership as follows: If none, enter 
“none”; above 0% to less than 1%, enter ““A’’; 1% to less than 5%, enter ““B”’; 5% to less than 10%, enter ““C’’; 10% to less 
than 25%, enter “‘D’’; 25% to less than 50%, enter “’E”’; 50% to less than 75%, enter “’F’’; 75% to 100%, enter “G’’. 


RELATIONSHIP 


Beginning 
FULL NAME Date Title Social Percentage 
or Security of 


Y 





IV. List below names reported in the most recent previous filing pursuant to this item which are DELETED hereby: 





FULL NAME ENDING DATE 
Last First Middle Mo. Tr. Social Security Number 




















If any item on this page is amended, you must answer in full all other items on this page and file with a completed and 
signed page one. 
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SCHEDULE B OF FORM BD - FOR PARTNERSHIPS 





(Answers in response to Item 8(b) page ) 
Date as stated in 

1. Full name of applicant exactly as stated in Item 2(b) of Form BD. ITEM 4(c) of FORM 
BD accompanying 
this Schedule. 














il. Name under which business is conducted if different: 





Il. List all general, limited, and special partners. For each partner, complete and mark appropriate columns below. Place 
an asterisk (*) after the name of the persons for whom a change in title; status, or partnership interest is being reported. 
Place a double asterisk (**) after the names of persons which are ADDED to those furnished in the most recent previous 
filing. Designate percentage of capital contribution as follows: If none, enter “none’’; above 0% to less than 1%, enter 
“A”: 1% to less than 5%, enter ““B’’; 5% to less than 10%, enter ““C’’; 10% to less than 25%, enter ““D’’; 25% to less than 
50%, enter “’E’’; 50% to less than 75%, enter “F’’; 75% to 100%, enter ““G”’. 















































Beginning 
Date Type Social Percent of 
oo of Security Capital 
Last First Middle Mo. Yr. Partner Number Contribution | 
a 
IV. List below names reported in the most recent previous filing pursuant to this item which are DELETED hereby: 4 
Y 
FULL NAME ENDING DATE 
Last First Middle Mo. wr , Social Security Number 























If any item on this page is amended, you must answer in full all other items on this page and file with a completed 
and signed page one. 
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SCHEDULE C OF FORM BD - FOR APPLICANTS OTHER THAN SOLE PROPRIETORS, CORPORATIONS AND 
PARTNERSHIPS 


(Answers in response to Item 8(c) page ) 


1. Full name of applicant exactly as stated in Item 2(b) of Form BD 





Date as stated in 
ITEM 4(c) of 
FORM BD ac- 





il. Name under which business is conducted if different: 


companying this 
Schedule. 














ill. List below any person, including a trustee, who directs, manages, or participates in directing or managing the affairs 
of the applicant. As to each person listed below, state his title or status and describe the nature of his authority and his 
beneficial interest in the applicant. Place an asterisk (*) beside the names of persons for whom a change in title, status, 
or interest is being reported. Place a double asterisk (**) after the names of persons which are ADDED to those furnish- 
ed in the most recent previous filing. 





Last 


FULL NAME 


First 





Middle 


Beginning 
Date 
Mo. ¥e. 


Title 
or 
Status 


Social 
Security 
Number 


Description of Authority 
and 
Beneficial Interest 






































" IV. List below names reported in the most recent previous filing pursuant to this item which are DELETED hereby: 
’ 


| 





Last 


FULL NAME 
First 


Middle 


ENDING DATE 





Mo. 


Yr, 


Social Security Number 


























If any item on this page is amended, you must answer in full other items on this page and file with a completed and 
signed page one. 
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SCHEDULE D OF FORM BD 

(Answers in response to Item 12 of page ) 

NOTE: (a) Complete a separate Schedule D for each natural person named in Items 2(b), 8, and 9 or any Schedule 
thereunder except that Schedule D need not be furnished for any person who meets both the following 
conditions: (1) he owns less than 10% of any class of equity security of applicant and (2) he is not an 
officer, director, or person with similar status or functions. 


(b) Complete a separate Schedule D for each person subject to any action reported under Item 10. 


(c) State all names in the order of last name, first name, full middle name. If any person legally has only an 
initial, so indicate after the initial. 


1. Full name of applicant exactly as stated in Item 2(b) of Form BD: 





il. Full name of person for whom this Schedule is being completed: 





IRS Empl. Ident. No. or Soc. Sec. No. 





ill. Residence address of person: 








Number and Street City State Zip Code 
Date of Birth City of Birth State or Province Country 
Mo. Day | Yr. | 





IV. NAMES USED: Furnish below a list of all names individual has been known by or has used including maiden name 
if applicable. If no other names have been used, state “None.” 


Last First Middle 











V. EDUCATION: Furnish below a description of the edu ation for the person named in Part II of this Schedule finclud- 
ing name and location of last high school attended, name and location of any college or university attended, degree re- 
ceived, and year received). 


Vi. BUSINESS BACKGROUND: Furnish below a complete, consecutive statement of all business experience and em- 
ployment for the past ten years. List the last position first. If none, state ‘“‘None”’. 





Exact Nature of Connection Beginning Date} End Date 
Name of Firm and Address Kind of Business or Employment Mo. Tr. Mo. vt: 



































If any item on this page is amended, you must answer in full all other items on this page and file with a completed 
and signed page one. 
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SCHEDULE D OF FORM BD 
continued 






\ 


/ Vil. PROCEEDINGS: If any answer to any paragraph of Item 10 is ““yes” with respect to the person for whom this 
Schedule is being completed, furnish the following details. 





Applicable Para- Name and Location of Court, Nature and Date of 
graph and Question Title or Dexcription Agency, Jurisdiction, or Self- and Disposition of 
No. of Item 10 of Action Regulatory Organization Proceeding 























Date as stated in 
ITEM 4(c) of FORM 
BD accompaning this 
Schedule. 











lf any item on this page is amended, you must answer in full all other items on this page and file with a completed 
and signed page one. 
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SCHEDULE E OF FORM BD 
Do not use this Schedule as a continuation sheet for Schedules A, B, C, and D. 


1. Full name of applicant exactly as stated in Item 2(b) of Form BD. 








Item of Form 


Answer 








| 








and signed page one. 


If any item on this page is amended, you must answer in full all other items on this page and file with a completed 
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Ful 











SCHEDULE F OF FORM BD Supplemental State Information 


Supplemental State Information for State of 





Answer only those items required in the Special Instruction Sheet for this state. 


Full name of applicant exactly as stated in Item 2(b) of Form BD. 





1. Admission of foreign corporation in state of application. 


(a) Have you applied for or been admitted to do business in the state? 





Yes a 
(b) (i) If “yes”, give date of admission , or (INCLUDE CERTIFICATE WHERE 
REQUIRED). 


(ii) Date of application 





(c) Is the applicant “in good standing” in its state of incorporation? 


Yes No 


2. Broker-dealer bond. 


(a) Attached is the required surety bond in the penal amount of $ 


(b) Attached is a form indicating: 

1. Cash deposited in a satisfactory depositiory in the amount of $ 

2. Certificates of deposit, deposited in a satisfactory depository in the amount of $ 
3. Securities deposited in a satisfactory depository in the amount of $ 


4. Other: Explain 





(c) Applicant claims exemption from the bond requirement. (Explain and attach evidence showing circumstances which 
relieve applicant from obtaining bond.) 


(d) 1. Has the applicant ever been refused a bond by a surety company? 


Yes No 


2. Has the applicant ever been the subject of a surety bond payment? 


Yes No 


If “yes”, attach explanation. 

3. Financial reports. (Indicate with an ““X” the statements submitted.) 

(a) Attached is our latest certified financial statement ( ) 

(b) Attached is our latest Joint Regulatory Report or FOCUS Report ( ) 

(c) Attached is our latest unaudited financial statement ( ) 

(d) Attached is our latest financial statement on the form provided by the state in which application is being made ( ) 


All financial statements must be accompanied by the net capital and net capital to aggregate indebtedness ratio computa- 
tions as of the same date of those reports. 


(e) Attached are copies as required. 
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(f) Attached are copies of all currently effective subordination agreements. (If all are similar in form, attach 1 copy and a 
schedule of the name, address, and dollar value of the subordinated items for each lender on each agreement.) 





4. As to officers, directors, shareholders, partners, and proprietors: \ v 





Check Whether 


Non- 
Applicable Applicable 








(a) Supply a list of all persons who will engage in the supervision of salesmen 
in this state 

(b) Submit a statement of the limitations of liability 

(c) Submit photograph(s) which has been taken within the preceding six 
months 

(d) Submit fingerprints in a form acceptable to this state 

(e) Supply a list of all salesmen to be registered or licensed in this state 

















5. Documents and other information: 

(a) If applicant is a corporation, attached are: 

Articles By-Laws Amendments Certification 
(b) (i) If applicant is a partnership, attached are: 


Articles By-Laws . Amendments 


(ii) Certificate was filed in 





(state) (county) 











on under Public Act No. ; ‘ 
(date) (state) (year) f 


(iii) The effective date of the partnership agreement is 





(c) If applicant is a sole proprietor, attached are: 


(i) A copy of the assumed name certificate (if not applicable, so state) 





(ii) This certificate was obtained in on 
(state) (date) 





(d) Attached are the following records, forms, and schedules: 


Confirmation forms Written supervisory procedures 


Receipt and delivery forms Executed consent to service of 
Customer agreement form geen (Form U-2 and U- 
9 si cata — 2A, if applicable) 


Position records : 

een Letters of recommendation 
onthly statements , 

v Corporate Resolution 


(e) Applicant's fiscal period begins and ends 








6. Offices in the state of application. 


Address Name of Person in Charge _ 








Principal Office: 





Branch Offices: 
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7. Filing fee in the amount of $ is attached. 


8. State whether the applicant: 


(a) Had a judgment or order entered against him in any civil or administrative proceeding in which fraud was an element 


other than those previously described in Form BD. 


Yes No 


(b) Has presently pending any criminal complaint or indictment against him. 


Yes No 








(c) Has any unsatisfied judgments outstanding, including against any officer, director, or partner. 


Yes No 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 11425/May 16, 1975 


ADOPTION OF REVISED INITIAL FEES AND ASSESS- 
MENTS FOR NONMEMBER (SECO) BROKER-DEALERS 


On March 20, 1975, the Commission announced in Securi- 
ties Exchange Act (the ““Act’’) Release No. 11308 a pro- 
posal to adopt Form SECO-4-75 pursuant to Rule 15b9-2 
under the Act, which sets forth the annual schedule under 
which registered broker-dealers who are not members of 
the National Association of Securities Dealers, Inc. (“non- 
member” or “SECO” broker-dealers) will be assessed for 
the current fiscal year and the amendment of Form SECO- 
2 pursuant to Rule 15b9-1, which sets forth the initial fee 
schedule for new associated persons of SECO broker-deal- 
ers. The Commission has considered the comments re- 
ceived regarding the proposals and has adopted them as 
proposed. 


Sections 15(b)(8) and 15(b)(9) under the Act authorize 

the Commission to collect such reasonable fees and char- 
ges as may be necessary to defray the costs of the addition- 
al regulatory duties required for non-member broker-deal- 
ers. Pursuant to these sections, the Commission adopted 
Rules 15b9-1, to establish initial fees, and 15b9-2 to pro- 
vide for annual assessments. Rule 15b9-2 provides for the 
annual assessments to be set forth on Form SECO-4 and 
Rule 15b9-1 provides for initial fees to be set forth on 
Form SECO-5 and Form SECO-2. 1/ 


New Initial Fee and Annual Assessments 


This year’s assessments, as set forth on new Form SECO- 
4-75, includes a base levy of $250 per firm and an assess- 
ment of $15 for each associated person. 2/ As both Rule 
15b9-2 and the Form indicate, these annual assessments 
would ordinarily be due and payable on or before June 1, 
1975. But, because of a delay in the adoption of the 
Form, payment may be made on or before June 20, 1975. 
This extension of time applies to this fiscal year only. 






Form SECO-2 will be amended so as to increase the initial 
assessment fee for a new associated person of a SECO broker- 
dealer to $50. The amended Form SECO-2 will become ef- 
fective June 20, 1975. 3/ 


These increases have been necessitated by the increased 
costs to the Commission in administering the SECO regula- 
tory program. These administrative costs totalled some 
$418,000 for fiscal 1974 and are expected to reach an esti- 
mated $604,000 for fiscal 1975, an increase of approxi- 
mately 45%. 


Copies of Form SECO-4-75 will be forwarded to nonmember 
broker-dealers and copies of Forms SECO-4-75 and SECO-2, 
as adopted, have been filed with the Office of the Federal 
Register. However, since it is the responsibility of each non- 
member broker-dealer to comply with the requirements of 
Rule 15b9-2, any such broker-dealer which does not receive 
copies of Form SECO-4-75 should contact the Division of 
Market Regulation at the address and telephone number 
noted below, to obtain the necessary forms. The completed 
Form SECO-4-75 and appropriate remittances should be 
mailed to the Office of the Comptroller, Securities and Ex- 
change Commission, Washington, D. C. 20549 on or before 
June 20, 1975. Additional copies of both forms, as well as 
copies of Rules 15b9-1 and 15b9-2, may be obtained by 
contacting the Division of Market Regulation, Securities 
and Exchange Commission, Washington, D. C. 20549 or 
telephone (202) 755-1369. 


The Securities and Exchange Commission, acting pursuant to 
the provisions of the Securities Exchange Act of 1934, and 
particularly Sections 15(b) and 23(a) thereof, hereby adopts 
Form SECO-4-75 and amends Form SECO-2 as set forth in 
the attachments to this release, effective as set forth above. 
By the Commission. 


George A. Fitzsimmons 
Secretary 


May 16, 1975 
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1/ The initial fee now in effect (Form SECO-5) for each 
new member firm is $500 and will remain unchanged. 


2/ Since the institution of the SECO program in 1965, the 
Commission has utilized fees and assessments which have 
been based substantially, although not exclusively, on the 
personnel characteristics of nonmember firms. While it ap- 
pears that no method of defraying regulatory expenses can 
provide complete fairness to all firms, the Commission has 
found that, in general, this method has worked equitably. 

In the case of the annual personnel assessment, for example, 
the number of associated persons a firm employs gives a 
generally appropriate measure of firm size and ability to pay 
and takes into consideration regulatory costs peculiarly re- 
lated to sales-oriented businesses. Moreover, this assessment 
has been a relatively inexpensive measure to administer and 
enforce. 


3/ Form U-4 was approved by the Commission on April 16, 
1975 and is scheduled to replace current Form SECO-2 on 
July 15, 1975. See Securities Exchange Act Release No. 
11424. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11426/May 19, 1975 


Admin. Proc. File No. 3-4533 
In the Matter of 


N. R. MAISON & CO., INC. 
120 Wall Street 
New York, New Yor k 


(8-16196) 
NEAL R. MAISON 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under the Securities Exchange Act, 

N. R. Maison & Co., Inc. (“registrant”), a registered broker- 
dealer, and Neal R. Maison, registrant’s president, have sub- 
mitted an offer of settlement which the Commission has de- 
termined to accept. Solely for the purpose of these or any 
other proceedings under specified sections of the Exchange, 
Investment Advisers and Investment Company Acts, and 
without admitting or denying the allegations in the order for 
proceedings, respondents consent to the findings and sanc- 
tions set forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. During the period from about April to December 1973, 
respondents willfully violated Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rules 
10b-5 and 10b-6 thereunder in connection with transactions 
in the stock of Abatronix, Inc.: 


(a) While participating in a distribution of Abatronix stock, 
respondents bid for and purchased such stock. 
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(b) Respondents made misstatements concerning the num- 
ber and price of Abatronix shares being offered to the pub- 
lic, the existence and size of a bona fide independent mar- 
ket for the stock, the return of all investors’ funds unless a 
minimum amount of the stock was sold to the public within 
a specified number of days, the identity of all participants 
involved in the Abatronix offering, and registrant’s member- 
ship in good standing on the Boston Stock Exchange. 


2. During the same period, respondents willfully violated 
Section 5(b) of the Securities Act in that they delivered 
Abatronix stock without such stock being accompanied or 
preceded by a prospectus meeting the requirements of Sec- 
tion 10(a) of that Act. 


3. During the period from April to September 1973, regis- 
trant, willfully aided and abetted by Maison, willfully vio- 
lated Section 11(d) of the Exchange Act in that registrant 
extended, maintained or arranged credit to or for customers 
in connection with transactions in Abatronix stock, which 
was part of a new issue in the distribution of which regis- 
trant participated (as a member of a selling syndicate or 
group) within 30 days prior to such transactions. 


4. During the period from January to December 1973, re- 
gistrant, willfully aided and abetted by Maison, willfully 
violated Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder in that registrant failed to make accur- 
ately, keep current and preserve certain books and records. 


5. Registrant, willfully aided and abetted by Maison, will- 
fully violated Section 17(a) of the Exchange Act and Rule 
17a-11 thereunder in that it failed to give immediate tele- 

graphic notice of its recordkeeping deficiencies and file the 
required report. 


6. In March 1974, the United States District Court for the 
Southern District of New York permanently enjoined re- 
spondents from violating the above antifraud, prospectus- 
delivery, credit-extension, recordkeeping and reporting pro- 
visions of the securities laws. 2/ 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offer of settlement. 


Accordingly, IT IS ORDERED that the registration as a 
broker and dealer of N. R. Maison & Co., Inc. be, and it 
hereby is, revoked; and it is further 


ORDERED that Neal R. Maison be, and he hereby is, sus- 
pended from being associated with any broker, dealer, in- 
vestment adviser or investment company for a period of 12 
months, and barred from any such association in a super- 
visory capacity with the proviso that, at the end of two 
years, he may apply to become so associated upon a reason- 
able showing of such training or other qualifications as the 
Commission may reasonably request. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other respond- 
ent named in these proceedings. 


\ 


























2/ SEC v. Abatronix, Inc., et al., 74 Civ. 584. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11427/May 19, 1975 


Admin. Proc. File No. 3-4170 
In the Matter of 


DENIS McCAULEY 
3824 Chowen Avenue South 
Minneapolis, Minnesota 


ROBERT E. ABRAMS 
8600 Cedar Avenue 
Minneapolis, Minnesota 


PHILIP K. SCHNEIDERMAN 
5301 80th Avenue North 
Brooklyn Park, Minnesota 


FINDINGS AND ORDER IMPOSING SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Denis McCauley, chairman of the board of di- 
rectors of Denis McCauley & Company, Inc. (“‘registrant’’), 

a registered broker-dealer, 1/ Robert E. Abrams, regis- 

trant’s president, and Philip K. Schneiderman, a vice presi- 
dent of registrant, have submitted offers of settlement which 
the Commission has determined to accept. Solely for the 
purpose of these proceedings, and without admitting or deny - 
ing the allegations in the order for proceedings, respondents 
consent to the findings and sanctions set forth below. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that during the period from about 
September to November 1972: 2/ 


1. Registrant, McCauley, Abrams and Schneiderman will- 
fully violated Section 17(a) of the Securities Act and Sec- 
tion 10(b) of the Exchange Act and Rule 10b-5 thereunder 
in connection with transactions in the common stocks of 
Monarch General, Inc. (“Monarch”), Econetics Inc. (““Econ- 
etics”) and Faraday Laboratories, Inc. (“Faraday”), including 
a public offering of Monarch securities as to which registrant 
was named a co-underwriter. Among other things, respond- 
ents effected a series of transactions in Monarch stock for 
the purpose of artificially raising and maintaining its price, 
and sold such securities at excessive and unreasonable prices; 
required customers to purchase Monarch shares in the after- 
market or to purchase Econetics and Faraday stocks in order 
to obtain Monarch shares at the offering price of $5 per 
share; and paid salesmen exceptionally high commissions 

to induce them to buy or sell Monarch, Econetics and Far- 
aday stocks for their customers as registrant's interests dic- 
tated, without informing customers of such commissions. 

In addition, respondents made false and misleading state- 
ments and omitted to state facts in a prospectus used in 
connection with the public offering of Monarch securities 
and otherwise concerning the manner and method of the 
distribution of and the existence of a bona fide independent 
market for Monarch stock, prospective increases in its price, 


the arbitrary nature of the price at which it was offered in 
the aftermarket, and the demand for Monarch stock and the 
availability of such shares remaining to be sold at the public 
offering price. 


2. Registrant, willfully aided and abetted by McCauley, 
Abrams and Schneiderman, willfully violated Section 15(c) 
(1) of the Exchange Act and Rule 15c1-8 thereunder, in that 
while participating and financially interested ina distribu- 
tion of Monarch securities it represented to customers that 
those securities were being offered “at the market” without 
having reasonable grounds to believe that a market for such 
securities existed other than that made or controlled by 
respondents and others acting in concert with them. 


In view of the foregoing, it is in the public interest to impose 
the sanctions to which respondents have consented. 


Accordingly, 1T IS ORDERED that Denis McCauley, Robert 
E. Abrams and Philip K. Schneiderman be, and they hereby 
are, barred from being associated with any broker, dealer, 
investment adviser or investment company with the proviso 
that McCauley and Schneiderman, after three years, and 
Abrams, after one year, may apply to the Commission to 
become associated with a broker-dealer in a non-supervisory 
and non-proprietary capacity. 3/ 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Although by separate order, these proceedings have been 
discontinued as to registrant, whose broker-dealer registration 
had been previously revoked (Securities Exchange Act Re- 
lease No. 11365 (April 22, 1975), 6 SEC Docket 724), it has 
consented to findings of misconduct in these proceedings. 


2/ The findings herein are not binding on any other respond- 
ent named in these proceedings. 


3/ Sanctions identical with these have already been imposed 
on these respondents in another factually unrelated proceed- 
ing. Denis McCauley and Company, Inc., Securities Exchange 
Act Release No. 11365 (April 22, 1975), 6 SEC Docket 724. 
The time periods referred to in this order shall be deemed to 
run not from the date of the earlier order, but from the date 
hereof. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11428/May 19, 1975 


Admin. Proc. File No. 3-4170 
In the Matter of 


DENIS McCAULEY AND COMPANY, INC. 
Minneapolis, Minnesota 


(8-14083) 
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ORDER DISCONTINUING PROCEEDINGS 


The broker-dealer registration of Denis McCauley and 
Company, Inc. having been revoked (Denis McCauley 
and Company, Inc., Securities Exchange Act Release 

No. 11365 (April 22, 1975), 6 SEC Docket 724), it is 


ORDERED that these proceedings be, and they hereby 
are, discontinued with respect to Denis McCauley and 
Company, Inc. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11429/May 19, 1975 


The Securities and Exchange Commission announced 

a suspension of trading pursuant to Section 15(c)(5) 
and 19(a)(4) of the Securities Exchange Act of 1934 

in all the securities of Integrity Entertainment Corpora- 
tion for a ten-day period commencing at 9:45 a.m. 
(EDT) on May 19, 1975 and continuing through mid- 
night (EDT) on May 28, 1975. 


The Commission initiated the suspension of trading in 
the securities of the company to allow additional time 
for the dissemination of news concerning an inventory 
theft. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11430/May 20, 1975 


Admin. Proc. File No. 3-4525 
In the Matter of the Application of 


VAROSH, INC. 
New York, New York 


and 


BOTEO TACHKOV 
Washington, D. C. 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 


PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - 
REVIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Improper Extension of Credit 


Failure to Comply with Prompt 
Receipt and Delivery Interpreta- 
tion 


Where member of registered securities association and 
its president improperly extended credit to customers, 
and failed ‘to arrange with customers for prompt de- 
livery of securities which the member was selling for 
them, association’s findings that such conduct violated 
its rules of fair practice affirmed, and sanctions sus- 
tained. 


APPEARANCES: 
Boteo Tachkov, for Varosh, Inc. and pro se. 


Andrew McR. Barnes and Robert E. Aber, for the National 
Association of Securities Dealers, Inc. 


Varosh, Inc., a member firm of the National Association 
of Securities Dealers, Inc. (“NASD”), and Boteo Tachkov, 
its president and sole shareholder, seek review of disciplin- 
ary action taken against them by the NASD. 


The NASD found that Varosh violated Article I11, Section 
1 of its Rules of Fair Practice 1/ during the period April 
1970 through May 1972 in that it failed to cancel promptly 
or otherwise liquidate 52 customer purchases when pay- 
ment was not received within seven business days as requir- 
ed by Regulation T, and, in 31 transactions, violated the 
NASD’‘s interpretation with respect to the prompt receipt 
and delivery of securities by failing to arrange with cus- 
tomers for prompt delivery of securities which Varosh was 
selling for them. 2/ 
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The NASD’s Board of Governors noted that Tachkov hand- 
led about half of the transactions that resulted in viola- 
tions at this two-man firm, the other transactions having 
been handled by Andrew Johnson, the firm’s other re- 
gistered principal. In order to “more accyrately reflect... 
the appropriate responsibility for the violations,” the 
Board split the $2,500 joint and several fine assessed by 
the District Committee into a $1,250 fine on the firm 
and Tachkov and a $1,250 fine on Johnson. It also split 
the costs assessed by the District Committee, censured 
applicants and Johnson, and assessed additional costs 
against Tachkov. 


Varosh was founded by Tachkov. The firm was new and 
small, handling three or four trades a day. Tachkov, 
who was working on his doctorate and doing research that 
necessitated travel in Europe, soon began looking for a 
buyer for his business. ln November 1970, he agreed to 
sell the business to Johnson but, since Johnson did not 
have the necessary funds, an agreement was signed pro- 
viding that Johnson would make payment by December 
31, 1971. In the meantime, Johnson became the firm’s 
“managing partner” and assumed responsibility for all 
of the firm’s recordkeeping and back office functions. 


Although Tachkov became less actively involved in the 
business, was in Europe for a while, and “didn’t come in 
every day” thereafter, he continued to handle transac- 
tions for his customers. And he maintained his positions as 


president and registered principal of the firm pending John- 


son’s payment of the purchase price, an event which, ac- 
cording to Tachkov, never took place. 


Applicants contend that no violations can be found here 
since the firm’s books and records were falsified by John- 
son. And they offer to submit evidence in support of that 
charge. We find it difficult to understand why Johnson 
would deliberately subject himself to possible disciplinary 
action by altering the firm’s books to show violations. In 
any event, applicants did not adduce any evidence of such 
falsification at the hearings before the NASD, and have not 
made the required showing here that there were reasonable 
grounds for their failure to do so. 3/ Accordingly, their re- 
quest to adduce additional evidence is denied. 


Tachkov further argues that Johnson is solely responsible 
for any violations that occurred. We disagree. As noted 
above, the NASD held Tachkov accountable only for the 
violations that resulted from the transactions he handled. 
The NASD’‘s prompt receipt and delivery interpretation 
imposes specific obligations on the person handling a 
customer’s sell order. In cases where, as here, the member 
does not have possession of the securities and the customer 
is not long in his account, that person must either ascertain 
that the securities will be delivered against payment, as 
specified in Section 1(d) of the interpretation, or obtain 
reasonable assurance from the customer that the securi- 
ties will be delivered within 5 business days after the order 
is executed. In the latter case, the person taking the order 
must make an appropriate notation of his conversation 
with the customer on the order ticket. Tachkov makes no 
claim that he carried out the obligations imposed on him 
by the NASD‘s interpretation. 


As for the Regulation T violations, we note initially that 


three of them occurred before Johnson even came to the 
firm. And while Tachkov denies that he was aware his cus- 
tomers were late in making payment, Johnson claims that 
the contrary was true. In any event, Tachkov had no rea- 
sonable basis for reliance on Johnson after some point in 
1971. From that time on, according to Tachkov, Johnson 
persistently refused to turn over the firm’s books and re- 
cords for Tachkov’s inspection. 


We conclude that the NASD’s findings of violations must 
be sustained. And we are unable to find the sanctions im- 
posed excessive or oppressive, having due regard to the 
public interest. 


Accordingly, IT iS ORDERED that these proceedings for 
review be, and they hereby are, dismissed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ Section 1 of Article 111 requires the observance of 
high standards of commercial honor and just and equitable 
principles of trade. 


2/ The interpretation provides in relevant part as follows: 


(1) No member or persons associated with a member 
shall execute a sell order for any customer in any secur- 
ity unless: 


(a) The member has possession of the security; 
(b) The customer is long in his account with the member; 


(c) Reasonable assurance is received by the member, or 
person associated with a member, from the customer that 
the security will be delivered to it in good deliverable form 
within five (5) business days of the execution of the order; 
or 


(d) The security is on deposit in good deliverable form 
with a member of the Association, a member of a national 
securities exchange, a broker/dealer registered with the Se- 
curities and Exchange Commission, or any organization 
subject to state or federal banking regulations and that 
instructions have been forwarded to that depository to 
deliver the securities against payment.... 


To satisfy the requirements of “reasonable assurance” 
contained in subparagraph (1)(c) above, the member or 
person associated with a member must make a notation 
on the order ticket at the time he takes the order which 
reflects his conversation with the customer as to the pre- 
sent location of the securities in question, whether they 
are in good deliverable form and his ability to deliver 
them to the member within five (5) business days. 


3/ Rule 15Ag-1(e) under the Securities Exchange Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11431/May 20, 1975 


A notice has been issued giving interested persons until 
June 2 to request a hearing on an application of The 
Boston Stock Exchange for unlisted trading privileges 
in the common stock of the following companies: 

First Mississippi Corp. 

Maytag Company (The) 

Owens Corning Fiberglas Corp. 


Rosario Resources Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11432/May 21, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 36/May 21, 1975 


Admin. Proc. File No. 3-4455 
In the Matter of 


WILLIAM MANDELBAUM 
1007 South End 
Woodmere, New York 


NORTON HIGHT 
619 Michelle Place 
North Woodmere, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under the Securities Exchange and 
Securities Investor Protection Acts, William Mandelbaum, 
who was chairman of the board of a registered broker- 
dealer (‘registrant’), and Norton Hight, who was a vice- 
president of registrant, have submitted offers of settle- 
ment which the Commission has determined to accept. 
Solely for the purpose of settling these proceedings, and 
without admitting or denying the allegations in the order 
for proceedings, respondents consent to the findings and 
the sanctions set forth below. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that: 1/ 


1. During the period from January to March 1973, re- 
spondents willfully violated Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection with 
activities involving the common stock of Kolpak Industries, 
Inc.: 


(a) The market for Kolpak stock was manipulated. Trans- 
actions were effected to influence artificially the market 
for the stock and create a false and misleading appearance 
of an active market for it. 
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(b) Material misstatements were made concerning the 
existence of a bona fide independent market for Kolpak 
stock, the amount of Kolpak stock available for sale, pro- 
spective increases in the price of the stock, the failure to 
execute Kolpak sell orders for customers, and purchases 
of Kolpak stock without customers’ authorization. 


2. During the period from March 1973 to March 1974, 
respondents willfully aided and abetted violations of 
Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder in that securities transactions were effected 
when redistrant’s aggregate indebtedness exceeded 2,000% 
of its net capital and it did not have and maintain net cap- 
ital of at least $5,000. 


3. In 1974 the United States District Court for the South- 
ern District of New York enjoined respondents from 
further violations of the above net capital provisions. 

The Court in March 1973 had appointed a trustee for 
registrant under the Securities Investor Protection Act, 

at which time Mandelbaum and Hight were, respectively, 
chairman of the board and vice-president of registrant. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that William Mandelbaum 
and Norton Hight be, and they hereby are, barred from 
being associated with any broker, dealer, investment ad- 
viser or investment company. Mandelbaum, after twelve 
months, may apply to the Commission to become so 
associated in a non-supervisory and non-proprietary cap- 
acity, and, 24 months after being so associated, he may 
apply to the Commission to become associated in a 
supervisory and proprietary capacity. Hight may apply 
to the Commission six months from the date hereof to 
become associated with a broker-dealer in a non-super- 
visory and nen-proprietary capacity. 


For the Commission, by the Office of Opinions and Re- 


view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11433/May 21, 1975 


The Securities and EXchange Commission today announced, 
pursuant to Section 15(c) of the Securities Exchange Act 
of 1934 (“Exchange Act”), the temporary suspension of 
the over-the-counter trading in the securities of Sierra Sil- 
ver Mining Company of Nevada (“Sierra’’), a Nevada cor- 
poration located in Las Vegas, Nevada, for the ten-day 

period commencing at 9:30 a.m. (EDT) on May 21, 1975 
and terminating at midnight (EDT) on May 30, 1975. 












od, 











Sierra is delinquent in the filing of its annual report on 
Form 10-K for the fiscal year ended October 31, 1974, 


, and its interim report on Form 8-K for the month end- 


ed May 31, 1974. 


The Commission initiated the suspension because ques- 
tions have been raised concerning the accuracy and 
adequacy of information contained in the company’s 
last filings with the Commission, particularly with re- 
spect to a change in the company’s accountants, a ma- 
terial disagreement between the company and its former 
accountant, the present status of the company’s capital 
accounts, and certain material changes in management. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that, in any trading of Sierra after 
the trading ban is terminated, they should consider care- 
fully information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered, trades consummated 
or orders solicited unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any question as to whether or not 
he has complied with said rule, he should not enter any 
question or engage in any transaction but should immed- 
iately contact the staff of the Securities and Exchange 
Commission, Division of Enforcement in Washington, 

D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from enter- 
ing quotations or engaging in other activity relating to 
the securities in question until such time as he has fa- 
miliarized himself with said rule and is certain that all 

of its provisions have been met. If any broker or dealer 
enters any quotation or engages in any transaction which 
isin violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11434/May 21, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 the temporary suspension of over-the-counter 
trading in the securities of Continental Gold and Silver 
Corporation, located in Salt Lake City, Utah for a ten-day 
period commencing at 9:30 a.m. (EDT) on May 21, 1975 
and terminating at midnight (EDT) on May 30, 1975. 


The Commission initiated the suspension of trading in 

the securities of Continental Gold and Silver Corporation 
because of the lack of adequate and accurate information 
concerning the company’s financial condition and opera- 
tions. Also, the Commission’s staff has been informed 
that broker-dealers are unable to get stock certificates 
transferred and returned to them. The corporation has 
been acting as its own stock transfer agent. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 


carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or deal- 
er has any questions as to whether or not he has complied 
with said rule, he should not enter any quotation but im- 
mediately contact the staff of the Securities and Exchange 
Commission, Division of Enforcement in Washington, 

D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT 
Release No. 11435/May 21, 1975 


The Commission announced that the suspension of trad- 
ing in securities of General Refractories Corporation 
(“GRX”) will terminate at midnight, May 21, 1975. The 
Commission initiated the trading suspension on April 22, 
1975 because of the unavailability of current accurate 
information concerning business transactions conducted by 
GRX with a principal European stockholder and companies 
under his control and because of questions concerning the 
identity of that stockholder and the extent of his holdings. 


The Commission filed a complaint in Federal District 
Court for the District of Columbia on May 21, 1975 
charging GRX, its chairman of the board and executive 
vice president, Hermann Mayer, an Austrian national, 
and various foreign companies controlled by him, Dan 
Mayer, a former director of GRX, Jorg Haemmerli, a 
Swiss attorney, and Swiss Bank Corporation with viola- 
tions of various provisions of the Federal securities laws. 
The charges relate to and alleged a scheme to conceal 
stock holdings of Hermann Mayer and of foreign com- 
panies and/or controlled by him, his representation on 
GRX’s board of directors and substantial business deal- 
ings between Hermann Mayer’s companies and GRX 
which for many years have generated many millions of 
dollars in revenues for Hermann Mayer’s companies. 
(For further information see Litigation Release No. 
6898). 


The Commission cuations broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
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fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11436/May 21, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’) the temporary suspension 
of the over-the-counter trading in the common stock of 
Universal Metals, Inc., a Utah corporation located in New- 
port Beach, California for the ten-day period commencing 
at 2:30 p.m. (EDT) on May 21, 1975 and terminating at 
midnight (EDT) on May 30, 1975. 


The suspension was initiated because current accurate 
information concerning the financial condition and 
assets of Universal Metals, Inc. is unavailable to the pub- 
lic. 


The Commission cuations broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be netered unless and until they 
have strictly complied with all of the provisions of said 

rule. If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the Se- 
curities and Exchange Commission, Division of Enforce- 
ment in Washington, D. C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 

in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider the 
need for prompt enforcement action. 
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HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18989/May 15, 1975 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
10 Lafayette Square 
Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5678) 


NOTICE OF PROPOSED ISSUE AND SALE OF DEBEN- 
TURES AT COMPETITIVE BIDDING BY HOLDING 
COMPANY AND ISSUE AND SALE OF CORRESPOND- 
ING LONG-TERM NOTES TO PARENT BY SUBSIDI- 
ARY COMPANIES 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (‘‘National’’), a registered holding company, 

and two of its subsidiary companies, National Fuel Gas 
Distribution Corporation (“Distribution Corporation”) 
and National Fuel Gas Supply Corporation (“Supply 
Corporation”), have filed an application-declaration 

and an amendment thereto with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 6(a), 7, 9(a), 10, 12(b), and 
12(f) of the Act and Rules 42,43, 45, and 50 promul- 
gated thereunder as applicable to the proposed transactions. 
All interested persons are referred to the application-declare 
tion, which is summarized below, for a complete statement 
of the proposed ‘transactions. 


National proposes to issue and sell, subject to the compe- 
titive bidding requirements of Rule 50 promulgated under 
the Act, $21,000,000 principal amountof % Deben- 
tures, Series due June 1984. The interest rate of the de- 
bentures (which shall be a multiple of 1/8 of 1%) and the 
price, exclusive of accrued interest, to be paid to National 
(which shall be not less than 99% nor more than 102% of the 
principal amount thereof) will be determined by the compe- 
titive bidding. The debentures will be issued under an inden- 
ture dated as of August 15, 1968, between National and 
Manufacturers Hanover Trust Company as Trustee, as 
heretofore supplemented and as to be further supplemented 
by a Fifth Supplemental Indenture dated as of June 15, 
1975. The debentures may not be redeemed prior to 

June 15, 1980, if such redemtion is for the purpose or in 
anticipation of their refunding through the use, directly 

or indirectly, of funds borrowed by the company at an 
effective interest cost of less than the effective interest 
cost of the debentures. 


















On the date the proceeds are available from the sale of 

the $21,000,000 principal amount of debentures, National 
proposes to return to Distribution Corporation and Supply 
Corporation their notes totaling $15,116,600 and $5,883,- 
400 respectively, all of which mature on August 15, 1975, 
and which were originally issued in 1970 in connection with 
$-5/8% Debentures due August 15, 197§. Concurrently, 
Distribution Corporation and Supply Corporation pro- 
pose to issue new notes to National in the same amounts 
having a maturity date of June 15, 1984. The interest rate 
per annum will be equal to the effective cost of money in- 
curred by National in the sale of the new debentures, 
rounded to the next highest multiple of 1/10 of 1%. 


The fees and expenses to be paid by National in connec- 
tion with the proposed debentures are estimated at $90,- 
000, including legal fees of $27,000 and auditor's fees of 
$7,000. The fees and expenses in connection with the 
proposed notes are estimated at $5,050 and are to be 
paid by National. 


It is stated that the proposed issue and sale of notes by 
Distribution Corporation are subject to the jurisdiction 

of the Public Service Commission of New York and the 
Pennsylvania Public Utility Commission and that no other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 6, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 

fact or law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants 
at the above-stated addresses, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended or as it may 
be further amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
Notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18990/May 16, 1975 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
405 West Park Street 
Blytheville, Arkansas 72315 


(70-5664) 


ORDER APPROVING ISSUANCE AND SALE OF SHORT- 
TERM BANK NOTES 


The Arkansas-Missouri Power Company (““Arkansas-Missouri’’), 
a wholly owned subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed a declaration and an 
amendment thereto with this Commission pursuant to Sec- 
tions 6(a) and 7 of the Public Utility Holding Company Act 

of 1935 (“Act”) and Rule 50(a)(2) thereunder regarding 

the following proposed transactions. 


Arkansas-Missouri proposes to issue and sell, from time to 
time during the period commencing on the effective date 
of this declaration and continuing for one year thereafter, 
unsecured short-term promissory notes to the First Na- 
tional Bank of Memphis (“Bank”’) in an aggregate princi- 
pal amount at any one time outstanding of not more than 
$3,500,000. The notes, to be issued by Arkansas-Missouri 
under a line of credit with the Bank, will be payable not 
more than 90 days from the date of issue and will bear in- 
terest, payable at maturity, on the unpaid principal amount 
thereof at the prime commercial loan rate of the Bank (cur- 
rently 712%) in effect at that time. The effective cost of 
borrowing is equivalent to the prime rate since there are 

no compensating balances required by the Bank. Any ad- 
justments in the prime rate will become effective, for pur- 
poses of this issue, on the first business day of the month 
next following the month during which any change in the 
prime rate occurs. The notes will be prepayable in whole 
or in part at any time, without premium or penalty, at the 
option of Arkansas-Missouri. As the notes mature they will 
be renewed (but to mature not later than one year after 

the effective date of this declaration) or repaid out of funds 
then available to the company. Arkansas-Missouri currently 
intends to repay its outstanding short-term note obligations, 
including the notes to be issued pursuant to this declara- 
tion, out of funds generated from the company’s opera- 
tions or from the proceeds of permanent financing and/or 
the disposition of its natura! gas properties. 


On the effective date of this declaration Arkansas-Missouri 
plans to pay to the Bank a commitment fee of $52,500, 
equal to 1%% of the Bank’s maximum commitment, which 
is non-refundable and not subject to line usage. 


The net proceeds to be received by Arkansas-Missouri from 
the issuance and sale of the notes, together with funds gen- 
erated by operations, will be applied to the company’s 
1975 construction program, which is expected to result in 
estimated expenditures of $6,810,000. 


No State commission and no Federal commission, other 
than this Commission has jurisdiction over the proposed 
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transactions. 


Due notice of the filing of said declaration has been given 

in the manner prescribed in Rule 23 promulgated under 

the Act (HCAR No. 18946), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 

it is appropriate in the public interest and in the interest 

of investors and consumers that said declaration, as amend- 
ed, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that the time for filing the certification thereunder with 
respect to the proposed transactions is extended so as to 
allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18991/May 16, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-5682) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM PROMISSORY NOTES TO BANKS UNDER A 
REVOLVING CREDIT AGREEMENT 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“Middle South”), a registered holding company, has 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act as applicable 
to the following proposed transactions. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Middle South proposes, under a revolving credit agreement 
with a group of banks headed by Manufacturers Hanover 
Trust Company of New York (““MHTC”), to issue and sell 
its unsecured short-term promissory notes in an aggregate 
amount not to exceed $221,200,000 outstanding at any 
one time. 
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by Middle South to MHTC and various commercial banks 


under a prior credit agreement dated July 1, 1973, as amend 


ed, which borrowings were approved by this Commission 


(File No. 70-5366). Such borrowings were utilized by Middle 


South to purchase, at various times, the common stocks of 
certain of its subsidiary companies. These subsidiary com- 
panies used the amounts thereby obtained to reduce out- 
standing bank loans and commercial paper indebtedness 
incurred, pending permanent financing of construction ex- 
penditures. Subsequent borrowings under the new credit 
agreement will be used by Middle South to purchase addi- 
tional common stock of its subsidiaries. The issuance, sale, 
and acquisition of such common stock will be the subject 
of separate filings with this Commission. 


Under the terms of the revolving credit agreement, Middle 
South may borrow and reborrow until June 30, 1976, up 
to an aggregate of $221,200,000 outstandinga t any one 
time. The names of the banks joining in the credit agree- 
ment and their respective participation as as follows: 


Maximum Amount 
to be Borrowed 


Name of Bank and Designation 





Manufacturers Hanover Trust 


Company, New York, N. Y. $ 61,300,000 8B 


First National City Bank, 


New York, N. Y. 27,700,000 8B 
Bank of America National 

Trust and Savings Association, 

Los Angeles, California 20,000,000 8B 
Continental Illinois National 

Bank and Trust Company of 

Chicago, Illinois 20,000,000 C 
First National Bank of Chicago, 

Illinois 20,000,000 A 
The Northern Trust Company, 

Chicago, Illinois 11,100,000 A 
Irving Trust Company, 

New York, N. Y. 11,100,000 8B 
Morgan Guaranty Trust Company 

of New York, N. Y. 10,000,000 A 
First National Bank of Boston, 

Massachusetts 10,000,000 8B 
North Carolina National Bank, 

Charlotte, N. C. 10,000,000 8 
First Pennsylvania Bank, N. A., 

Philadelphia, Pa. 5,000,000 A 
The Fidelity Bank, 

Philadelphia, Pa. 5,000,000 A 






The initial borrowing under the credit agreement will be used 
for the payment of $127.7 million of short-term notes issued 
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Crocker National Bank, 





San Francisco, Calif. $ 5,000,000 A 
Nion Bank, Los Angeles, 
California 5,000,000 A 
Total: $221,200,000 





Each borrowing and each payment by Middle South will be 
made pro-rata among the lending banks according to their 
original commitment. The notes issued to those banks desig- 
nated as A banks in the credit agreement will bear interest 
from the date thereof on their unpaid principal amount at 
arate per annum equal to the commercial loan rate of 

MHTC from time to time in effect on borrowings having a 
90-day maturity by its most responsible and substantial 
domestic corporate borrowers (““MHTC Rate”); the notes 
issued to those banks designated as B banks in the credit 
agreement will bear interest from the date thereof on their 
unpaid principal amount at a rate per annum equal to 122% 
of the MHTC rate; and the notes issued to that bank desig- 
nated in the credit agreement as a C bank will bear interest 
from the date thereof on their unpaid principal amount at 
arate per annum equal to 112% of the MHTC rate. 


Middle South will pay to each participating bank a commit- 
ment fee for the period from and including May 1, 1975, 

to June 30, 1976 (or any earlier date of termination of the 
commitments), computed at the rate of 1/2 of 1% per annum 
on the average daily unused portion of the commitments in 
effect during the period for which payment is made. Middle 
South will also pay to each of the A and B banks a facility 
jee on the average daily amount of such bank’s commitment 
(whether used or unused) from May 1, 1975, to and includ- 
ing June 30, 1976, at a rate of 1/4 of 1% per annum. Middle 
South will pay to the C bank a facility fee on the average 
daily amount of such bank’s commitment (whether used or 
unused) from May 1, 1975, to and including June 30, 1976. 
The rate of the facility fee applicable to the C bank shall be 
10% of the MHTC rate in effect from time to time. 


Itis stated that, based on a 7-%2% prime rate, the effective 
interest cost of the A, B, and C banks, including the facility 
fees and assuming balances of 10% on the line and 10% on 
the borrowing from the A banks, would be 9.69%, 9.40%, 








and 9.15%, respectively. 


Middle South presently intends to repay the principal of the 
notes out of the proceeds of the sale of additional shares of 
its common stock. The notes will be prepayable at any time 
on two business days’ notice in whole or in part without pre- 
mium. Middle South will have the right at any time on three 
business days’ notice to the participating banks to terminate 
or, from time to time, to reduce the commitments. 


The declaration states that no State commission and no 
Federal commission, other than this Commission, has juris- 
diction over the proposed transactions. No special or sepa- 
rate expenses are anticipated in connection with the pro- 
posed transactions except for the Commission’s filing fee. 


NOTICE IS FURTHER GIVEN that any interested person 
May, not later than June 10, 1975, request in writing that 
ahearing be held on such matter, stating the nature of his 





interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the declarant at the above-stated address, 

and proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. At 
any time after said date, the declaration, as filed or as it 

may be amended, may be permitted to become effective 

as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18992/May 19, 1975 


In the Matter of 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


(70-5677) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE BID- 
DING 


NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (‘Monongahela’), an electric utility subsidiary 
company of Allegheny Power System, Inc. (“APS”), a 
registered holding company, has filed an application- 
declaration and amendments thereto with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“‘Act’’) designating Sections 6 and 7 of the Act and 
Rule 50 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application-declaration, as amended, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


Monongahela proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $30,000,000 principal amount of First Mort- 
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gage Bonds, in one or more series, each such series to ma- 
ture in not less than 5 and not more than 30 years. The 
interest rate (which will be expressed in a multiple of 1/8 
of 1%) and the price to be paid to Monongahela for the 
Bonds (which shall not be less than 100% unless Mononga- 
hela shall authorize a lower percentage not less than 99%, 
and shall not exceed 102.75%) will be determined by com- 
petitive bidding. The terms of the Bonds preelude Monon- 
gahela from redeeming any such Bonds prior to June 1, 
1980, if such redemption is for the purpose of refunding 
such Bonds with proceeds of funds borrowed at a lower 
effective interest cost. The Bonds will be issued under and 
secured by the Mortgage and Deed of Trust, dated as of 
August 1, 1945, as supplemented, to First National City 
Bank (“Trustee”), and a new Indenture Supplemental 
thereto which will be dated as of the first day of the month 
in which the Bonds are to be issued. 


The proceeds realized from the sale of the Bonds are pro- 
posed to be used to pay short-term debt incurred by the 
Company, and to pay all or a part of the $22,000,000 of 
3% First Mortgage Bonds which mature on August 1, 
1975. As of April 21, 1975, $7,000,000 in short-term 
borrowings were outstanding, and it is anticipated that 
at the time of the issuance and delivery of the Bonds, 
approximately $19,000,000 in short-term borrowings 
will be outstanding. 


The fees and expenses to be incurred in connection with 
the proposed transaction will be supplied by amendment. 
It is stated that the Public Utilities Commission of Ohio 
has jurisdiction over the proposed issuance and sale of the 
Bonds and that no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 9, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified 

if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended or as it may 
be further amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 


mission may take such other action as it may deem appropri- 


ate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 19364] 


Release No. 18993/May 20, 1975 
Admin. Proc. File No. 3-4412 

In the Matter of 

METROPOLITAN EDISON COMPANY 
P.O. Box 542 

Reading, Pennsylvania 


(70-5328) 
OPINION OF THE COMMISSION 


ALTERATION OF RIGHTS OF HOLDERS OF FIRST 


MORTGAGE BONDS 


Declaration of electric utility subsidiary of registered 
holding company under Section 7 of the Public Utili- 


ty Holding Company Act of 1935 regarding two 
changes in first mortgage bond indenture permitted 
to become effective, because changes found not de- 
trimental to the public interest or the interest of 
investors or consumers. 


SOLICITATION OF PROXIES 


Where objecting bondholder’s claims that proxy state- 


ment was deficient were without merit, declaration 
of electric utility under Section 12(e) and Rule 62 


thereunder seeking bondholders’ consent to changes 
in the bond indenture, permitted to become effective 


on filing of updated copy. 


Need for disclousres in a proxy statement turns on 
the nature of the matters to be voted upon. 


APPEARANCES: 


James B. Liberman and Ira H. Jolles, of Berlack, Israels & 


Liberman, for Metropolitan Edison Company. 


John M. Sikes, Jr., of Lipshutz, Macey, Zusmann & Sikes, 


and Milton J. Wallace, of Wallace, Kreutzer & Breslow, 
P.A., for Walplan & Co. 


Aaron Levy, Grant G. Guthrie, John D. Ellsworth and 


Douglas V. Pope, for the Division of Corporate Regulation 


of the Commission. 


A 


Metropolitan Edison Company (‘Met-Ed’’) provides elec- 


tric power to about 800,000 people in a 3,300-square 


mile area of Pennsylvania. 1/ Like most other electric 
utility companies, Met-Ed relies heavily on debt financing. 
And its debt, like that of most electric companies, con- 


sists largely of first mortgage bonds. 2/ 


Met-Ed now wants to modify the legal relationships betweer 
it and the holders of its first mortgage bonds. To do so, it 
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must, of course, obtain the bondholders’ consent. 3/ Were 
et-Ed an ordinary issuer (or even an ordinary electric 
mpany), the decision would be for the bondholders — 

d for them alone. 







But Met-Ed is part of an interstate electric utility system. 
itis a wholly owned subsidiary of the General Public 
Utilities Corporation, a holding company registered under 
and regulated by the Public Utility Holding Company Act 
of 1935. This means that: 


(i) We have special statutory responsibilities for Met-Ed’s 
finances. 4/ 


(ii) Met-Ed cannot ask its bondholders to consent to the 
proposed changes unless and until we approve the proxy- 
soliciting materials to be sent to the bondholders. 5/ 


(iii) Important though disclosure is, we must in this 
context look beyond mere disicosure to consider the pro- 
posals on their merits. The Act requires that we pass on 
whether those proposals are “detrimental to the public 
interest or the interest of investors or consumers.” 6/ 

A finding that the proposals would, if consummated, 

have such detrimental effect will end the matter. Met-Ed 
will be unable to proceed. 7/ 


B 


Our Division of Corporate Regulation supports Met-Ed. 

It sees no valid substantive objection to the company’s 

proposals, and it finds the proposed proxy-soliciting ma- 

terials accurate and adequate. Hence it urges us to let 
et-Ed go ahead. 


But one Met-Ed bondholder objects. 8/ He directs most 
of his fire at the proxy statement, which he considers ay 
tissue of deceptions. However, the attack on the proxy 
statement is essentially peripheral. The objector’s real 
contentions are that: 


(1) Met-Ed’s plan would inflict substantial detriment 
on the bondholders. Hence it runs afoul of Section 7(e) of 
the Act. 


(2) Met-Ed should therefore either be barred from pro- 
ceeding at all or required to sweeten its proposals by 
adding a provision for appropriate monetary compensa- 
tion to the bondholders. 


We agree with the company and with our staff that these 
contentions are without merit. 9/ Hence we shall permit 
Met-Ed to proceed. 


c 


The 1944 indenture that governs the relationship between 
Met-Ed and the bondholders permits the company to in- 
crease the amount of bonded debt secured by the mort- 
gage. But it can do so only after it shows the indenture 
trustee that such additional bonded debt will be adequately 
secured. One way of doing that is to designate specific new- 
ly acquired (including newly created) property as security 
or new bonds. To do so, Met-Ed must supply the inden- 

re trustee with an opinion of counsel “that the company 
has corporate authority and all necessary permission from 










governmental authorities to acquire, own and operate” 
[emphasis added] the facility that will serve as security 
for the new bonds. 10/ 


Met-Ed now wants to delete the word “operate” from that 
clause. Its desire to do so stems from the fact that it is 
now building large-scale nuclear generating facilities. These 
facilities are regulated by the Nuclear Regulatory Commis- 
sion. 11/ That Commission’s procedures provide for li- 
censing in two stages. First,a construction permit issues. 
Then, after completion — and only after that — an oper- 
ating license is granted. 12/ 


The grant of a construction permit allows counsel to con- 
clude that Met-Ed can “acquire and own” new nuclear 
property. But before the operating permit is obtained, 

is the company lawfully empowered to “operate” such 
property? That there is a serious problem here is clear. 
Met-Ed wants to solve that problem by striking the word 
“operate” from the indenture’s pertinent section. 


In this connection it is important to note that Met-Ed‘s 
indenture does not limit the property against which new 
bonds may be issued to plant in service. Such bonds can 
be issued against plant under construction. And in the 
past Met-Ed, like other utilities, has used uncompleted 
facilities as security for new mortgage debt. Thus the 
need for the proposed amendment stems entirely from 
the bifurcated licensing procedures that Congress has 
prescribed for nuclear power plants — something that 
could not possibly have been foreseen when the inden- 
ture was written. 


D 


This amendment will lead to an increase in Met-Ed’s mort- 
gage debt. 13/ That is obvious. The objector contends 
that it is equally obvious that the increase will dilute the 
secured position now enjoyed by those who have invested 
in the outstanding mortgage bonds. 


The idea has a certain apparent plausibility. All other things 
being equal, a $10,000 mortgage would seem to be better 
secured and therefore of higher investment quality than 

a $20,000 mortgage on the same property. In utility fi- 
nance, however, this approach is much too simplistic. 


Utilities are capital-intensive. Hence the cost of capital 
bulks very large in total costs. This requires that utilities 
be financed as economically as possible. And “‘lack of 
economies in the raising of capital” was one of the prin- 
cipal evils at which the Act was aimed. 14/ 


First mortgage bonds are the least expensive means of 
raising capita!. Hence they are traditional in utility finance 
and expressly contemplated by the Act. 15/ They have 
long been used to finance the construction of conventional 
fossil fuel facilities. And we do not see how the Act can 
possibly be read to preclude their use in the nuclear con- 
text. 16/ Met-Ed wants to be able to finance nuclear fa- 
cilities in the same way that it finances conventional ones. 
17/ We find no impediment to that in the Act. 18/ 


E 
What of the objector’s claim to compensation for the damage 
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that the amendment will inflict on his class? 


Here he points, as has just been noted, to the dilution of 
the bondholders’ security. But that dilution is of sub- 
microscropic proportions. The supplemental protection 
that the bondholders now enjoy by reason of the anomaly 
that Met-Ed seeks to rectify adds nothing of substance to 
the safeguards provided by the indenture’s earnings cover- 
age and asset coverage tests. 


The objector focuses on the bondholders’ position in the 
event of foreclosure or reorganization. Those contingencies 
are important. But neither of them would be in the bond- 
holders’ interest. They will be far better off if the continue 
to receive their interest and their principal on schedule. 
Economical construction financing with a judicious pro- 
portion of newly created first mortgage debt in accord- 
ance with general industry norms will serve that end. 19/ 


The objector’s papers talk about “a probable adverse im- 
pact of the proposed amendment...upon Metropolitan’s 
bond rating and market values based upon the potential di- 
lution involved.” 20/ But the record shows that: 


(1) Eight electric utilities have made comparable inden- 
ture changes. Before doing so, six of them asked the two 
best known rating services whether the change would 
affect the rating of their bonds. In each instance the 
answer was that the rating would be unaffected. 


(2) Coming down to the particulars of the case before us, 
the two rating services referred to above have stated that 
the proposed amendments will not cause them to change 
the ratings now assigned to Met-Ed’s bonds. 


(3) The price that underwriters will be willing to pay 
for new Met-Ed bonds will be unaffected. 


We conclude that the claimed detriment is wholly theore- 
tical, that it is therefore non-compensable, 21/ and that 
payment of compensation to the bondholders for the 
academic deterioration in their position would be a patent 
waste of Met-Ed’s assets. 22/ 


F 


The indenture requires Met-Ed “to duly observe and conform 
to all valid requirements of any governmental authority rela- 
tive to any mortgaged property...."” Until recently this 

clause was of little import. After all, laws have to be 
complied with, whatever one’s indenture says. 


But here again developments unforeseeable when the in- 
denture was written in 1944 give rise to difficulties in 
today’s world. Those difficulties flow from the environ- 
mental concerns that have come to the fore in recent 
years and that have found legal expression in statutes 
dealing with such subjects as pollution, Statutes of that 
type produce administrative regulations that cannot prac- 
ticably be complied with in full at once: 


As Met-Ed’s proxy statement explains: 


“The possibly adverse effect of this covenant [the 
one requiring full compliance with all legal require- 
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ments applicable to any of the mortgaged property] 
is illustrated by the fact that in 1972, the Pennsyl- 
vania Department of Environmental Resources (‘Pa 
DER’) adopted new regulations which, on their face, | 
radically reduced permitted emissions by major elec- 
tric generating stations. Taken at face value, such re- 
gulations would appear to have required the immedi- 
ate and continued shut-down of such stations in Penn- 
sylvania for substantial periods — .e., until the owners 
of such stations could (i) develop plans for new equip- 
ment and/or changes in operating procedures so as to 
bring the stations into compliance with the new regu- 
lations, (ii) file applications for temporary variances 
from such regulations, (iii) have such applications re- 
viewed by the Pa DER, which may require public 
hearings thereon, and (iv) obtain such temporary 
variances — since, until such temporary variances 

were obtained, the owners of such stations would 

not be in compliance with these new regulations. 


“Clearly, the Pa DER did not intend this result, as 
was confirmed in the letter of the Secretary of the Pa 
DER, ... attached to the letter ... transmitting this 
proxy statement. 23/ Instead, the Pa DER intended 
the new regulations as a spur to bring the stations into 
compliance therewith and was satisfied if the station 


owners developed such plans and submitted satisfactory | 


and reasonable applications for temporary variances. 
The Company followed this course and some such tem- 
porary variances have been granted. 


“The pattern followed by the Pa DER is one that is 
increasingly being used by governmental agencies, 

and particularly so in the environmental field. (The 
Company is subject to environmental regulation by 

a number of federal, regional, state and local agencies.) 
It is therefore, important to the continued operation of 
the Company’s business that this covenant be elimin- 
ated so that there will be no question that the Company 
is not forced into a technical default or into contesting 
the validity of regulations with which it desires to com- 
ply as promptly as it is able to do so. Elimination of 
the covenant from the Mortgage Indenture will not re- 
lieve the Company of its obligation to comply with 
governmental requirements, since that obligation ex- 
ists as a matter of law wholly independent of the Mort- 
gage Indenture, but it will leave open to governmental 
agencies the ability to apply such governmental require- 
ments in accordance with their intent.” 


After an independent review of the record, we find this ex- 


tract cogent and persuasive. The heightened interest in envir- 


onmental and ecological factors that has become so marked 
in recent years has engendered sweeping new legal controls. 
Utilities cannot reasonably be expected to adjust to those 

controls instantaneously. 24/ Full compliance with the de- 


mands of what is in effect a legal revolution takes time. Vari 


ances and interim authorizations also take time. And it may 
on occasion be impossible to obtain them within the grace 

periods fixed by the indenture. In that event the company 

will be in technical default. 


G 


What additional protection does this possibility give the 
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holders? Suppose that such technical defaults occur. How 
will the bondholders benefit? The objector doesn’t say. 25/ 


) — we find his objections on this score frivolous. 
B6/ 


H 


The objector’s attack on the proxy statement consists in the 
main of variations on his substantive themes. We agree with 
the company and with our staff that those themes need not 
be developed in the proxy statement. Nothing in the statutes 
that we administer requires disclosure documents to be en- 
cumbered by aimless essays about anything and everything 
that may possibly occur to an ingenious, hypercritical law- 
yer. 


A proxy statement is sufficient if it supplies the persons 
solicited with the materials needed to arrive at an informed 
judgment on the questions at issue. Here those questions 
are very narrow. Accordingly, a document akin to a Se- 
curities Act prospectus would be pointless. In any such 
production the matter germane to the proposals on which 
the bondholders are being asked to pass would be drowned 
in a sea of irrelevancies. 27/ 


These observations dispose of the objector’s complaints 
about the failure of the proxy statement “to furnish 
financial information and hence afford the bondholders 

an opportunity to evaluate the performance of manage- 
ment and the over-all financial condition of the company” 
and about the absence of information as to the cost of 
complying with the environmental statutes and regulations 
that affect Met-Ed. 28/ 


The proxy statement goes into such matters as the amount 
of first mortgage bonds now outstanding, actual and pro- 
jected construction expenditures, the estimated cost of the 
nuclear facilities now being built, the amount of new bonds 
that could be issued were the amendment to be adopted, 
the effect of the indenture’s interest coverage test on that 
figure, and the company’s capital structure. So it has fi- 
nancial information. What it lacks is financial statements. 
29/ No showing having been made that such statements 
bear on the matters to be voted on, 30/ we cannot brand 
the proxy-soliciting materials deficient by reason of that 
lack. 31/ 


Nor are we able to discern any rational basis for insisting 
on disclosures about the cost of full compliance with ap- 
plicable environmental laws. The objector’s interest in 
that figure appears wholly academic. 32/ He has made 
no effort to explain what light it could possibly shed on 
the proposed amendments. 33/ 


j 
We hold that: 


(1) Nothing in the Act bars Met-Ed from going to the 
bondholders with these proposals. 


(2) No showing has been made that Met-Ed’s proxy- 
soliciting materialsare deficient in the respects alleged. 


However, the proxy statement before us is now out of date. 





Hence an updated version must be submitted to our Divi- 
sion of Corporate Regulation for its review. When that 
Division's staff is satisfied that the revised material meets 
the Act's standards, it will issue an order permitting its 
use. 34/ 


An appropriate order will issue. 35/ 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS and EVANS); Commissioners SOMMER 
and POLLACK not participating). 


George A. Fitzsimmons 
Secretary 


1/ The communities served include Reading, York, Le- 
banon, Easton and Stroudsburg. 


2/ it has approximately $250 million of such bonds out- 
standing. 


3/ It needs an affirmative vote from the holders of at 
lease 75% of the outstanding bonds. 


4/ See Sections 1, 6 and 7 of the Act. See also Georgia 
Power Company, Holding Company Act Release No. 
18517, p. 1 (July 31, 1974), 4 SEC Docket 665, ap- 
peal pending in the Court of Appeals for the District 
of Columbia Circuit sub nom. Georgia Power Project 

v. SEC. 


5/ Section 12(e) of the Act and Rules 23, 24 and 60 
through 65 thereunder. 


6/ Section 7(e). 
7/ Section 6(a)(2). 


8/ That bondholder to whom we refer as “he” in the 
text is Walplan & Co. Walplan, which was given leave to 
be heard as a “limited participant” pursuant to Rule 
9(c) of our Rules of Practice, holds a $5,000 Met-Ed 
bond as nominee for a profit-sharing retirement plan 
established by the Miami law firm of Wallace, Kreutzer 
& Breslow. That firm also happens to be one of the two 
law firms that represent Walplan in this proceeding. So 
in a sense Walplan is here pro se. 


9/ Though in total disagreement with Walplan’s sub- 
stantive positions, we hold that it has standing to assert 
them. Met-Ed’s contention to the contrary rests on the 
fact that this proceeding began back in 1973 when Met- 
Ed filed its original declaration and on the further fact 
that Walplan at that time neither raised any objection 
nor asked for a hearing. Since no one at all then opposed 
Met-Ed’s application and since our Division of Corporate 
Regulation viewed it as unexceptionable, its declaration 
was permitted to become effective. This action was 
taken by the Director of the Division of Corporate Re- 
gulation pursuant to the authority delegated to him by 
17 CFR §202.30-2. Metropolitan Edison Company, 
Holding Company Act Release No. 18001 (June 12, 
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1973), 1 SEC Docket No. 20, p. 16. The matter is here 
again at this late date only because Met-Ed failed to get 
the needed consents from the holders of 75% of its bonds 
within the time called for by its original schedule. Met- 
Ed argues that Walplan’s failure to come here when the 
proposal was first brought forward coupled with its 
attempt to by-pass the administrative process altogether 
and to jump into the courts ab initio with a class action 
against the company and against the indenture trustee 
(Walplan & Co. v. Metropolitan Edison Company, USDC., 
E.D. Pa., Civil Action No. 73-1684, motion to dismiss 
complaint granted on Novmeber 13, 1973, and dismissal 
of the complaint affirmed on November 14, 1974, No. 
74-1099 (C.A. 3, 1974)) should be deemed to bar it 

now. We agree with the Division that Walplan’s appear- 
ance is a belated attack on the finality of our 1973 order. 
We also agree with it that Walplan’s tactical maneuvering 
was irregular and improper, that it should have come 

here in 1973, and that its deliberate failure to do so can- 
not be condoned. But as the Division also observes, all that 
we have before us at this point is an uncompleted solicita- 
tion. No transactions have been consummated in reliance 
on our 1973 order. In these circumstances we think it in- 
appropriate to estop Walplan from asserting its claims. 


10/ New bonds can then be issued for up to 60% of 
the property’s ““bondable value,” i.e., its cost or its fair 
value, whichever is lower. 


11/ This function was formerly performed by the 
Atomic Energy Commission. The Energy Reorganiza- 
tion Act of 1974 (Public Law 93-438, 93d Cong., 2d 
Sess. (October 11, 1974)) transferred the responsibil- 
ity to the newly created Nuclear Regulatory Com- 
mission. 


12/ Section 10 CFR 8§50.10(b) and 50.23. 


These procedures are required by the Atomic Energy 
Act. As explained in Power Reactor Development Co. 
v. International Union of Electrical, Radio and Machine 
Workers, 367 U.S. 396 (1961), the statutory require- 
ment rests on safety considerations. The important 
point for present purposes is the one that the Supreme 
Court made at page 405 of 367 U.S. where it said: 


“It is clear from the face of this statute — and all 
parties agree — that Congress contemplated a 
step-by-step procedure. First, an applicant would 
have to get a construction permit, then he would 
have to construct his facility, and then he would 
have to ask the Commission to grant him a license 
to operate the facility.”’ 


13/ That increase will be substaritial because of Met-Ed’s 
large-scale nuclear construction program. 


14/ Section 1(b)(5). 
15/ Section 7(c)(1)(B). 


16/ Walplan raises general questions of social policy about 
the advisability of building nuclear plants. Those matters 
are for the Nuclear Regulatory Commission and for the 
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Congress. They have no bearing on the proposed 
amendment. 


17/ The objector argues that different treatment for 
the two types of facilities is warranted. He says that 
nuclear facilities might be used as the basis for new 
bonds and yet never receive an operating permit. We 
find this possibility too remote to warrant serious dis- 
cussion. Nuclear plants are now numerous and wide- 
spread. Yet the record shows no instance in which a 
utility failed to receive an operating license for a nu- 
clear plant. Nor do we know of any such instance. If 
the likelihood of obtaining the requisite operating 
permits from the Nuclear Regulatory Commission 
were as beclouded and as problematical as Walplan 
suggests, would the industry have invested in nuclear 
facilities on so extensive a scale? 


Walplan refers to the technological difficulties that 
nuclear plants have encountered. But the instances 
to which Walplan points did not involve failures to 
obtain operating permits. The permits had been ob- 
tained. The problems came after that and were opera- 
tional, not legal. There is no reason to assume that 
Met-Ed will be immune from these industry-wide 
operational problems. But its indenture requires no 
such immunity. Property may be “‘bondable,” i.e., 
enter into the computation of the asset base against 
which bonded debt may be incurred, even if not 
operated at full capacity. Indeed, it need not be 
operating at all. 


18/ Cf. Yankee Atomic Electric Company, 39 SEC 
216, 223-224 (1959); Connecticut Yankee Atomic 
Power Company, Holding Company Act Release No. 
15172 (January 6, 1965); Vermont Yankee Nuclear 
Power Corporation, Holding Company Act Release 
No. 16866 (October 13, 1970); Maine Yankee 
Atomic Power Company, Holding Company Act 
Release No. 17011 (February 23, 1971). 


19/ Walplan suggests more extensive use of short-term 
debt and common stock. Short-term financing in the 
amounts proposed by Walplan would be hazardous and 
expensive. Anyhow, it is impossible. It would contra- 
vene limitations imposed by our Statement of Policy 
for Preferred Stock, Holding Company Act Release No. 
13106 (February 16, 1956), by Met-Ed’s charter, and 
by its debenture indenture. As for common stock, it 

is quite true that we have for the past four decades re- 
peatedly stressed the importance of a sound and an ade- 
quate equity base. But this does not mean that common 
stock is always our favorite form of financing or that 
our policies in this area rest entirely on the maxim that 
the more common stock, the better. Common stock is 
an expensive source of capital. Essential though it is as 
a cushion for the senior securities, common stock finan- 
cing imposes special burdens on consumers. And the 
common sto. component in Met-Ed’s capital structure 
is already abnormally large when viewed in light of 

the company’s history and of the industry’s norm. To 
insist on huge further issues of common stock for the 
sole purpose of perpetuating the favored position that 
Congress happened to confer on the bondholders as an 
incidental by-product of a regulatory program that had 
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nothing to do with them or their interests (see n. 12 on 
». 4, supra) would be most unfair to customers. 







)/ He also maintains that the amendment violates the 
indenture’s ban on “the creation by the company, after 
the date hereof, of any mortgage or pledge or lien in the 
nature thereof, ranking prior to or equal with the lien of 
this Indenture on any of the mortgaged property....”’ 
This contention is baffling. The company’s uncompleted 
nuclear facilities are already subject to the lien of the in- 

| denture. And the amendment will not change that. The 

objector might perhaps have a valid point on this score 
if the indenture banned the issuance of new bonds. But 
itexpressly sanctions such issuance. Hence the theory 
about the impermissible creation of a new mortgage is 
fallacious. 


21/ Compare Niagra Hudson Corp. v. Leventritt, 340 
U.S. 336 (1951). 


22/ The objector directs us to instances in which bond- 
holders were compensated for indenture changes. Their 
bearing on this case is obscure to us. To begin with, in 
all but one of those instances the issuer was an industrial 
company. And that is of some significance. Much more 
significant, however, is the nature of the changes effected 
in the cited situations. Those changes dealt with such 
fundamental matters as earnings coverage and capitaliza- 
tion ratios. The one case that did involve a utility (Geor- 
gia Power Company, Holding Company Act Release No. 
17437 (January 21, 1972)) also differs markedly from 
this one. There the indenture imposed a dollar limit on 
> the aggregate amount of bonds issuable thereunder. The 
mpany proposed to maend the indenture so as to 
‘ uble that limit. There was no provision for a vote by 
the bondholders. So the change was to be made without 
their consent by means of a judicial proceeding in a state 
court. Some Georgia Power bondholders, of whom Wal- 
plan was one, intervened in opposition. Negotiations be+ 
tween those bondholders and the issuer produced a 
settlement under which the latter made a cash payment 
of approximately 1/4 of 1% of the principal of the out- 
standing bonds. After fees and expenses had been de- 
| ducted, this fund was distributed to the bondholders. 
In our view the fixed dollar limit involved in Georgia 
Power was a far more significant protection for the bond- 
holders than the regulatory quirk for the loss of which 
compensation is sought in this case. And then too, the 
change in the Georgia Power case was to be made without 
the bondholders’ consent. That is a weighty distinguishing 
factor. Far more germane to the instant case than the 
Georgia Power matter on which Walplan harps obsessively 
are the eight other cases in which utilities have effected 
indenture changes of the very same sort that Met-Ed now 
wants to make without compensatory adjustments for the 
benefit of existing bondholders. 


23/ That letter was addressed to the president of Met-Ed’s 
parent. It reads: 


“We have today reviewed with you and your asso- 
ciates the status of your actions with respect to the 
bd generating stations operated by your subsidiaries 
‘A in the light of the applicable statutes and regulations 
administered by this Department as they bear upon 


the requirements of the indenture of your subsidi- 
aries. It is our view that you are at this time duly 
observing and conforming to the requirements of 
this Department relating to such stations, in as much 
as you plan‘to take various actions which you have 
discussed with us relative to improving the air and 
water quality that might be affected by such sta- 
tions.” 


24/ Some types of generating facilities now require as 
many as 50 governmental authorizations of one sort or 
another. 


25/ He argues only that the amendment may be unneces- 
sary because a technical default can be waived by the 
holders of a majority of the bonds. But this is so only 

if Met-Ed cures the default within 90 days after its occur- 
rence. And the company may not be able to do that. We 
note in this regard that the record indicates that prepar- 
ing an application for a variance, the ensuing hearings, 
and the actual issuance of the document can consume 

as much as 18 months. 


26/ He also overlooks the effect of a technical default 
under a mortgage indenture by reason of non-compli- 
ance with an environmental regulation on the company. 
Such a default hampers new financing. Accordingly, we 
agree with Met-Ed when it says in its brief that “The 
public interest and the interest of consumers and invest- 
ors (including the holders of outstanding bonds) are 
best served if the utility is able to continue with its 
regular construction and financing plans without hav- 
ing a sword of Damocles hanging over it by reason of 
the form of environmental legislation and/or regula- 
tions which it cannot control.” 


27/ As the Supreme Court observed in another context, 
it is the “needs to be served” that control Genera/ Stores 
Corp. v. Shlensky, 350 U.S. 462, 466 (1956). Cf. SEC 

v. Ralston Purina Co., 346 U.S. 119, 127 (1954): “The 
focus of inquiry should be on the need...for the protec- 
tions...” 


28/ He also laments that “the proxy statement has 
failed to emphasize the possibility of Pennsylvania De- 
partment of Environmental Resources or other regula- 
tory agencies construing and applying their regulations 
as written and insisting on compliance as a condition of 
operation.” But the company is not obliged to speculate 
about the possible future behavior patterns of govern- 
ment officials. 


29/ Our Division of Corporate Regulation, which has 
had some slight experience in these matters, is of the 
view that “the financial information provided directly 
in the proxy material was at least as pertinent and com- 
prehensive as that which might have been gleaned from 
the financial statements themselves.” 


30/ Hence the provision in our proxy rules permitting 
the omission of any of the financial statements other- 
wise required whenever “such statements are not neces- 
sary for the exercise of prudent judgment in regard to 
any matter to be acted upon” comes into play. Item 
15(c) of Regulation 14A, 17 CFR $240.14a-101(c). 
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Though Regulation 14A is by its terms inapplicable to 
proxy materials the subject matter of which is covered 
by an application or declaration under the Holding Com- 
pany Act (17 CFR §240.14a-2(f), we have found that 
regulation a wise guide to holding company proxy prob- 
lems. Accordingly, we look to its standards in the hold- 
ing company context “except to the extent that the 
standards and purposes of the Holding Company Act, in 
the light of the facts in the particular case, may require 
the imposition of different or additional requirements.” 
Union Electric Company, 37 SEC 721, 724 (1957), pet. 
for review dismissed as moot, Dyer v. SEC, 251 F.2d 512 
(C.A. 8, 1958), rev’d and remanded, 359 U.S. 499 
(1959), aff’d on remand, 287 F.2d 773 (C.A. 8, 1961). 
See also Union Electric Company, 38 SEC 921, 922 
(1959). 


31/ Compare Dyer v. SEC, 266 F.2d 33, 44 (C.A. 8, 1959) 
where the court in affirming our decision in Union Elec- 

tric Company, 38 SEC 240 (1958) agreed with our determin- 
ation that financial statements were not required when a pub- 
lic utility holding company wanted to solicit proxies in 

favor of a proposal to change its charter so as to increase 

the number of shares that it could lawfully issue. The 

Dyer court's observation that there had been “‘no de- 
monstration of need” for the financial statements is as 

true of this case as it was of that one. 


Finally, we note that the proxy statement says that “The 
latest available Annual Report [a document with a 
plethora of financial material] will be furnished on request 
made to the Treasurer of the Company.” That makes the 
objector’s complaint about the absence of financial state- 
ments even more mysterious than it would otherwise be. 


32/ Compare Dyer v. SEC, 266 F.2d 33, 44 (C.A. 8, 1959): 
[W] ith no demonstration of need and only expression of 
petitioners’ own philosophy, the contentions must be re- 
garded as artificial and captious.” 


33/ Indeed, his own papers suggest that he considers the 
environmental amendment inconsequential, that his cen- 
tral contentions relate to the nuclear issue and that his 
references to the environmental issue have been thrown in 
as a makeweight. 


34/ The updating requirement is prospective, not retro- 
spective. Since we now affirm our prior order herein of 
June 12, 1973 (see n. 9 on p. 3, supra), the validity of the 
proxies solicited and obtained pursuant to that order 
remains unimpaired. 


35/ The objector asks for counsel fees. (See n. 8, on p. 2, 
supra.) For present purposes we assume (without so hold- 
ing) that we would have the power to fix an appropriate 
fee had the objector succeeded in producing something 

for the class whose interests he claims to champion. Here, 
however, counsel have accomplished nothing. Their request 
for a fee is therefore denied. 
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Admin. Proc. File No. 3-4412 






In the Matter of 


EMP 
METROPOLITAN EDISON COMPANY clo} 
P.O. Box 542 1Ch 
Reading, Pennsylvania New 
(70-5328) CON 
NEV 
ORDER PERMITTING DECLARATION REGARDING pe 
AMENDMENTS TO FIRST MORTGAGE INDENTURE ” 
TO BECOME EFFECTIVE AND RESERVING JURIS- (st 
DICTION OVER PROXY SOLICITATION MATERIAL 
TO BE USED IN CONNECTION THEREWITH LON 
250 
Metropolitan Edison Company, an electric utility subsidi- Mine 
ary of General Public Utilities Corporation, a registered (31- 
holding company, seeks authority pursuant to Sections 
6(a)(2), 7(e) and 12(e) of the Public Utility Holding NEV 
Company Act of 1935 and Rule 62 promulgated there- COR 
under to: 4500 
Bing 
(1) Amend its first morgage bond indenture in two (31- 
respects; and 
(2) Solicit proxies in connection therewith from the — 
holders of the bonds that have been issued under the Syra 
aforementioned indenture. ol u | 
Hearings have been held after appropriate notice, at i 
which a bondholder appeared in opposition. An initial 
decision was waived. Briefs were filed. — 
On the basis of the Commission’s opinion issued this Roc! 
day, it is (70- 
(31- 
ORDERED that the declaration, as amended, be, and it 
hereby is, permitted to become effective forthwith sub- NO 
ject to the terms and conditions of Rule 24 under the CON 
Act and to a reservation of jurisdiction with respect to GEN 
the proxy material. Upon declarant’s filing of revised EXE 
proxy solicitation material, and upon the Commission’s 
Division of Corporate Regualtion’s being satisfied that 
the standards of Rule 62 have been met and the revised NOT 
material does not materially differ from that heretofore Rese 
submitted, the Division shall cause an order to be issued gene 
permitting the use of such solicitation materials, includ- publ 
ing the fixing of the date for the meeting at which the of N 
proxies shall be voted. Com 
Cory 
By the Commission. ~ 
Elec 
Con 
George A. Fitzsimmons = 
pan\ 


Secretary 
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iy No. 18994/May 19, 1975 


ithe Matter of 


EMPIRE STATE POWER RESOURCES, INC. 
clo Milbank, Tweed, Hadley & McCloy 

1 Chase Manhattan Plaza 

New York, New York 10005 


CONSOLIDATED EDISON COMPANY OF 
NEW YORK, INC. 

4 Irving Place 

New York, New York 10003 

(31-750) 


LONG ISLAND LIGHTING COMPANY 
250 Old Country Road 

Mineola, New York 11501 

(31-751) 


NEW YORK STATE ELECTRIC AND GAS 
CORPORATION 

4500 Vestal Parkway East 

Binghamton, New York 13902 

(31-752) 


NIAGARA MOHAWK POWER CORPORATION 
300 Erie Boulevard West 
Syracuse, New York 13202 

5681) 

-753) 


ROCHESTER GAS AND ELECTRIC CORPORATION 
89 East Avenue 

Rochester, New York 14649 

(70-5681) 

(31-754) 


NOTICE OF PROPOSAL BY SPONSORING UTILITY 
COMPANIES TO ACQUIRE STOCK OF ELECTRIC 
GENERATION SUBSIDIARY; APPLICATIONS FOR 
EXEMPTIONS UNDER SECTION 3(a) 


NOTICE IS HEREBY GIVEN that Empire State Power 
Resources, Inc. (““ESPRI’’), a newly-organized electric 
generating company, and five of its seven sponsoring 
public-utility companies, Consolidated Edison Company 
of New York, Inc. (““Con Ed”), Long Island Lighting 
Company (““LILCO”’), New York State Electric & Gas 
Corporation (“NYSEG”), Niagara Mohawk Power Cor- 
poration (“Niagara Mohawk”) and Rochester Gas and 
Electric Corporation (“RG&E”), have filed with this 
Commission a joint application, including requests for 
exemptions, pursuant to the Public Utility Hodling Com- 
pany Act of 1935 (“Act”), designating, to the extent 
applicable, Sections 3(a)(1), 3(a)(2), 9(a)(2) and 10 of 
the Act. All interested persons are referred to the joint 


application, which is summarized below, for a complete 





*atement of the proposals. 


SPRI was organized under New York law in 1974 by 
sven public-utility companies (“Sponsors”). The Spon- 


sors include the five applicants named above and Central 
Hudson Gas & Electric Corporation (“Central Hudson”’) 
and Orange and Rockland Utilities, Inc. (“Orange and Rock- 
land’’). The Spénsors intend, through ESPRI, to facilitate 
the development of power resources in the State of New 
York for the period 1980-1991 in order to supply antici- 
pated load growth in the Sponsors’ service areas, to pro- 
vide reserve capacity, and to allow for retirement of un- 
economical generating units. It is stated that the collec- 
tive participation of the Sponsors in developing such capa- 
city will relieve the Sponsors of the burden of financing 
future needs on an individual basis, will allow them to 
share the financial risks, and should make financing 

more readily available. 


It is proposed that ESPRI will construct thirteen nuclear 
and three coal-fired base-load units at various locations 
throughout New York State, with a total rated capacity 
of 18,600 MW. The various units are expected to be 
placed in service from time to time, with the first unit 
scheduled for the summer of 1980. Preliminary work has 
been started by several of the Sponsors on four units. 
ESPRI plans to acquire all work-in-progress and other 
property interests related to these units and to complete 
construction. Although ESPRI will assume full responsi- 
bility for all units and will ultimately employ its own 
staff, it may, during the initial years, enter into contracts 
for services with one or more of its Sponsors. 


To defray organizational costs and to provide ESPRI 
with funds for engineering, siting, planning, legal, finan- 
cial and other studies to be undertaken in connection 
with its long-term construction program, the Sponsors 
propose to acquire up to 2,000 shares of ESPRI’s capi- 
tal stock, par value $1.00 per share, at a price of $1,000 
per share for an aggregate price of up to $2,000,000. 
The number of shares, purchase price and percentage 

of the outstanding total of such shares to be acquired 
by each Sponsor shall be as follows: 








Sponsor No. of Shares Purchase Price % of Total 
Consolidated 
Edison 400 $400,000 20% 
LILCO 400 400,000 20 
NYSEG 400 400,000 20 
Niagara Mohawk 400 400,000 20 
RG&E 200 200,000 10 
Central Hudson 110 110,000 5.5 
Organge and 
Rockland ae 90,000 4.5 
Total 2,000 $2,000,000 100% 











It is stated that the number of shares proposed to be pur- 
chased by each Sponsor he: been determined on the basis 
of the approximate percentage of ESPRI's capital stock 


SEC DOCKET/39 





to be owned by each Sponsor following completion of the 
last of the sixteen generating units now proposed to be 
constructed by ESPRI. If less than 2,000 of ESPRI’s 
shares of capital stock are issued, the number of shares 
purchased by each Sponsor will be in the respective pro- 
portions set forth above. 


It is estimated that over $20 billion in capital funds will 
be required to complete ESPRI’s construction program. 
To finance these costs, in part, the Sponsors propose to 
acquire additional shares of capital stock. The Sponsors 
also expect to arrange for interim financing in the form 
of lines of credit, term loans and other commitments. 

It is expected that the permanent capitalization of the 
company will consist of approximately 60% senior debt, 
20% pollution control financing, and 20% common 
equity. 


Each Sponsor has tentatively designated the percentage 
of capacity of a particular unit that it will require, and 
pursuant to a capital funds agreement each of the Spon- 
sors will be obligated to provide the same percentage 

of capital funds required to complete the unit. The Spon- 
sors participating in a particular unit will also enter into 

a long-term power contract with respect to such unit. Under 
each power contract, a participating Sponsor will be ob- 
ligated to pay its pro-rata share of total capacity costs 

of all the units based on the percentage of capacity which 
it has agreed to purchase from all of the units. Such capa- 
city payments will be made without regard to the amount 
of energy produced by an individual unit, and each par- 
ticipating Spensor will be entitled to purchase its share 

of energy output at an average cost determined on a 
systemwide basis. 


it is further provided that upon any default by a partici- 
pating Sponsor under either the power contract or capi- 
tal funds agreement, the remaining participating Spon- 
sors must increase their participation on a pro-rata basis 
in order to satisfy the obligations of the defaulting parti- 
cipant. 


Con Ed, LILCO and NYSEG, each of which is organized 
under New York law, provide gas and electric service to 
customers exclusively within New York State. None of the 
three companies is now a holding company or an affiliate 
of a public-utility company, and no part of their revenues 
are derived from public utility operations outside of New 
York State. Since each proposes to acquire more than 10% 
of ESPRI's capital stock, each will be a holding company 
as defined by the Act. 


RG&E is a public-utility company and an exempt holding 
company under the Act (HCAR No. 9296, August 25, 
1949) by virtue of its ownership of all of the outstanding 
stock of Canadea Power Corporation (“Canadea’’). Its ac- 
quisition of ESPRI’s capital stock is, therefore, subject 

to Sections 9(a)(2) and 10 of the Act. Canadea is organized 
and operated in New York State. No part of RG&E’s in- 
come is derived from public utility operations outside of 
New York State. 


Niagara Mohawk is also an exempt holding company under 


Section 3(a)(1) of the Act pursuant to Rule 2 thereunder 
by virtue of its ownership of all of the outstanding stock 
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of two Canadian electric utility companies and 82.78% 
of the voting stock of an hydro-electric generation sub- 
sidiary company. Its acquisition of ESPRI’s stock will 
also be subject to Section 9(a)(2) and 10 of the Act. 
Only Niagara Mohawk, among the five applicants, derives 
income from public utility subsidiaries which are not or- 
ganized and operated within New York State. Its two 
Canadian subsidiaries, on a combined basis, serve approxi- 
mately 14,000 retail electric consumers in the Province 
of Ontario. For the period ended December 31, 1974, 
gross revenues from such sales were $9,836,000 after 


adjustments are made for sales to and purchases from PUBL 
Niagara Mohawk. The Canadian gross subsidiary revenues Relea 
represent approximately 1-%2% of Niagara Mohawk’s 

consolidated electric revenues. All of Niagara Mohawk’s In the 
gas revenues are derived from sales within New York 

State. NEW 
Orange and Rockland and Central Hudson are not appli- a 
cants in this proceeding since neither company’s acquisi- - 
tion of ESPRI’s stock is subject to Sections 9(a)(2) and 70-5 
10 of the Act. Moreover, neither company will become 

a holding company with respect to ESPRI. “wn 
The Public Service Commission of the State of New York TERI 
has jurisdiction over the issuance and sale of ESPRI’s capi- 

tal stock and over the acquisition thereof by its Sponsors. NOT! 
The Federal Power Commission has jurisdiction over the ice | 
acquisition of ESPRI’s capital stock by those Sponsors ain 
not requiring Commission approval under Sections 9(a)(2) pe 
and 10. The orders of those commissions approving the pany, 
proposed transactions will be supplied by amendment. a 
No other State or Federal commission, other than this My oli 
Commission, has jurisdiction over the proposed trans- P “ 
action and applications for exemption. A statement of the * a9 
fees, commissions and expenses incurred or to be incurred of th 
in connection with the proposed transaction will also be 

supplied by amendment. NOP: 
NOTICE IS FURTHER GIVEN that any interested per- 1976 
son may, not later than June 13, 1975, request in writing | 
that a hearing be held on such matter, stating the nature ron 
of his interest, the reasons for such request, and the issues whi d 
of fact or law raised by said application which he desires - 
to controvert; or he may request that he be notified if pe 
the Commission should order a hearing thereon. Any such , 
request should be addressed: Secretary, Securities and ers of 
Exchange Commission, Washington, D. C. 20549. A copy och 
of such request should be served personally or by mail (air caprt 
mail if the person being served is located more than 500 — 
miles from the point of mailing) upon the applicants at the sual 
above-stated addresses, and proof of service (by affidavit The 
or, in case of an attorney at law, by certificate) should be ois 
filed with the request. At any time after said date, the ‘eae 
application, as filed or as it may be amended, may be ‘nell 
granted as provided in Rule 23 of the General Rules and able j 


Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided 

in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 








4% 


For the Commission, by the Division of Corporate Regu- 
' Jation, pursuant to delegated authority. 
0 George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18995/May 20, 1975 


In the Matter of 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70160 


(70-5683) 


NOTICE OF PROPOSAL TO ISSUE AND SELL SHORT- 
TERM PROMISSORY NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that New Orleans Public Ser- 
vice Inc. (““NOPSI"’), an electric utility subsidiary company 
of Middle South Utilities, Inc., a registered holding com- 
pany, has filed a declaration with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
("Act"), designating Sections 6(a) and 7 of the Act as 

YM plicable to the following proposed transactions. All 

Arrested persons are referred to said declaration, 
which is summarized below, for a complete statement 
of the proposed transactions. 


NOPSI! proposes to issue and sell short-term notes to a 
group of banks from time to time through December 31, 
1976. The maximum aggregate principal amount of notes 
outstanding at any one time shall not exceed the lesser of 
$18,000,000 or 10% of the capitalization of the company, 
which is the maximum amount of unsecured borrowing 
permissible under the provisions of NOPSI's Restated 
Articles of Incorporation without the consent of the hold- 
ers of a majority of the total number of shares of preferred 
stock outstanding. Applying this formula to the company’s 
capitalization at March 31, 1975, an aggregate principal 
amount of $21,442,699 of promissory notes would be 
issuable. 


The proposed notes are to be issued and sold to the banks 
as listed below, will be due not more than nine months 
from date of issuance, will bear interest at the prime rate 
ineffect at the time of borrowing, and are to be prepay- 
able in whole or in part at any time without premium: 





Proposed 
Maximum Maximum 
Present Additional Loans to be 
Loans Loans Outstanding 
ee National 
nk of New Or- 
“yp veans $3,000,000 $5,100,000 $8,100,000 


Hibernia National 





Bank in New Or- 

leans $2,000,000 $ 1,500,000 $ 3,500,000 

First National Bank 

of Commerce in 

New Orleans moe 3,000,000 3,000,000 

National American 

Bank of New Or- 

leans — 2,400,000 2,400,000 

Chase Manhattan 

Bank — 1,000,000 1,000,000 
Total: $5,000,000 $13,000,000 $18,000,000 


No commitment fee and no compensating balances are 
required for any of the proposed borrowings. 


it is further stated that the net proceeds to be recieved by 
NOPS! from the issuance and sale of the notes, together 
with other funds available from time to time from opera- 
tions, will be applied principally to the company’s construc- 
tion program which is expected to result in expenditures of 
approximately $19,000,000 in 1975 and $20,500,000 in 
1976. 


The declaration also states that no State or Federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transactions. Fees and expenses to be 
incurred in connection with the proposed transactions are 
estimated to be less than $4,000. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 16, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy 

of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 
the above-stated address, and proof of service (by affida- 
vit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 

is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18996/May 20, 1975 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


(70-5673) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
$100,000,000 PRINCIPAL AMOUNT OF DEBENTURES 
AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (“Consolidated”), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (““Act’’), designating Sections 6(a) and 7 of the 
Act and Rule 50 promulgated thereunder as applicable 
to the proposed transaction. All interested persons are 
referred to the declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Consolidated proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50, $100,000,- 
000 principal amount of % Debentures due July 1, 
1995. The interest rate (which will be a multiple of 1/8 
of 1%) and the price, exclusive of accrued interest, 
(which will be not less than 99% or more than 102% 

of the principal amount thereof) will be determined by 
competitive bidding. The debentures will be issued as 

a new series under a Fifth Supplemental Indenture, 
dated as of July 1, 1975, to the Indenture between Con- 
solidated and Manufacturers Hanover Trust Company, 
New York, New York, as Trustee. The Indenture in- 
cludes a prohibition until July 1, 1980, against refunding 
the issue with or in anticipation of funds borrowed at a 
lower effective interest cost. The debentures will be sub- 
ject to a sinking fund, commencing July 1, 1980, design- 
ed to retire 100% of the aggregate principal amount there- 
of by maturity. The proceeds of the sale of the debentures 
will be used to finance, in part, the 1975 capital expendi- 
tures of Consolidated’s subsidiary companies, presently 
estimated at $198,000,000, inciuding $161,600,000 re- 
quired to develop sources of additional gas supply. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are estimated 
at $158,000 including $30,000 service charges at cost, 
and accountants fees and expenses of $13,000. The fees 
and expenses of counsel for the underwriters are to be 
paid by the successful bidders; the amount will be sup- 
plied by amendment. 


It is further stated that no State commission and no 
Federal commission other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE I$ FURTHER GIVEN that any interested person 
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may, not later than June 15, 1975, request in writing that 
a hearing be held on such matter stating the nature of his 
interest, the reasons for such request, and the issues of 

fact or law raised by said declaration which he desires ty ; 
controvert; or he may request that he be notified if the at 
Commission should order a hearing thereon. Any such re P 
quest should be addressed: Secretary, Securities and Ex- 


change Commission, Washington, D. C. 20549. A copy of , 
such request should be served personally or by mail (air in 
mail if the person being served is located more than 500 

miles from the point of mailing) upon the declarant at T 
the above-stated address, and proof of service (by affida- . 
vit or, in case of an attorney-at-law, by certificate) should rn 
be filed with the request. At any time after said date, the e 


declaration, as filed or as it may be amended, may be per. 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regualtions promulgated under the b 
Act, or the Commission may grant exemption from its o 
rules under the Act as provided in Rules 20(a) and 100 $ 
thereof or take such other action as it may deem appro- 3 
priate. Persons who request a hearing or advice as to 

whether a hearing is ordered will receive any notices D 
and orders issued in this matter, including the date of B 
the hearing (if ordered) and any postponements there- te 
of. 


a 

For the Commission, by the Division of Corporate Regu- p 
lation, pursuant to delegated authority. ft 
t 


George A. Fitzsimmons 
Secretary N 


, S 
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Wt 
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Release No. 18997/May 22, 1975 : 

e 
In the Matter of - 
DELMARVA POWER & LIGHT COMPANY : 
Wilmington, Delaware n 
(70-5444) : 

st 


SUPPLEMENTAL ORDER APPROVING EXTENSION ar 
OF TIME TO COMPLETE AUTHORIZED POLLUTION b 
CONTROL FINANCING 
e 
b 


Delmarva Power & Light Company (“Delmarva”), a regis- 


tered holding company, has filed with the Commission a 
second post-effective amendment to its application- F 
declaration filed in this proceeding pursuant to Sections R 
6(a), 7, 9(a)(1), 10, and 12(d) of the Public Utility Hold- 

ing Company Act of 1935 (“Act”) and Rules 44(b)(3) and 

50 promulgated thereunder regarding the following pro- 

posed transactions. 


By orders dated January 30, 1974, and December 26, 1974 
(HCAR Nos. 18270 and 18735), the Commission author- 
ized Delmarva, among other things, to enter into an agree 
ment with the York County Industrial Development Auth 





, 


1974 


nor- 
gree 


Auth 


ority (““Authority”’), an instrumentality of the Common- 
wealth of Pennsylvania, under which the Authority would 
yindertake the financing of certain pollution contro! facili- 
yy ties (“Facilities”) of two nuclear electric generating units 
* (“Units”) being constructed at the Peach Bottom Atomic 
Power Station in York County, Pennsylvania. Delmarva 
holds, as a tenant in common with three other non- 
affiliated electric utilities, an undivided 7.51% interest 

in the Units. 


The Authority, upon the request of each tenant company, 
will finance the Facilities through the sale, separately in 
respect of the portion of the Facilities’ costs attributable to 
such company, of the Authority’s Pollution Control Re- 
venue Bonds (“Bonds”) in one or more series, at the time, 

in the amounts, at the interest rates and for prices approved 
by that company. The maximum aggregate principal amount 
of Bonds proposed to be issued in respect of Delmarva is 
$11,000,000, which were to be issued not later than June 
30, 1975. 


Delmarva now requests that the time within which such 
Bonds may be issued be extended from June 30, 1975, 

to December 31, 1975. It is stated that the additional time 
is necessary since the Internal Revenue Service has not yet 
acted upon the application of the Authority and the com- 
panies that the interest on the Bonds be declared exempt 
from Federal income taxation. In all other respects, the 
transactions heretofore authorized and described in the 
above-mentioned Commission orders remain unchanged. 


No State or Federal commission, other than the Public 
Service Commission of the State of Delaware and this 

» Commission, has jurisdiction over the proposed transac- 
} tions. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said amended appli- 
cation-declaration, as further amended by said post- 
effective amendment, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and 
hereby is, reserved with respect to (i) the installment- 
payment obligation to be undertaken by Delmarva pur- 
suant to the proposed Agreement between Delmarva 
and the Authority and (ii) the interest rate to be borne 
by Delmarva’s Notes issued as security for the Bonds, 
insofar as the foregoing matters are affected by the 
effective interest rate or rates of the Bonds to be sold 
by the Authority in connection with the transactions 
proposed in this proceeding. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18998/May 21, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5629) 


SUPPLEMENTAL ORDER ADVANCING DUE DATE 
FOR FILING OF RESPONSE TO POST-EFFECTIVE 
AMENDMENT REGARDING SHORT-TERM BORROW- 
ING AUTHORITY 


Georgia Power Company (“’Georgia’’), an electric-utility 
subsidiary company of The Southern Company, a registered 
holding company, has filed a post-effective amendment to 
its previously amended application-declaration in this pro- 
ceeding. 


By order dated April 8, 1975 (HCAR No. 18925), the 
Commission authorized Georgia to incur short-term 
borrowings up to $300,000,000 through June 30, 1975, 
but reserved jurisdiction over short-term borrowings by 
Georgia beyond that date. The order stated that Georgia 
may supplement its request for such additional authoriza- 
tion by motion to be filed on or before June 17, 1975. 
In addition, the order recited that a copy of such motion 
must be served simultaneously on the Georgia Power Pro- 
ject (“Project’’), which would have until June 23, 1975 
to respond thereto. 


On May 19, 1975, Georgia filed its request for an exten- 
sion of short-term borrowing authority not to exceed 
$300,000,000 at any one time outstanding through 
March 31, 1976, and a copy of such request has been 
served upon Project. The Commission’s order of Aprii 
8, 1975 is hereby amended to require that any response 
by Project be filed on or before June 4, 1975. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18999/May 22, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5668) 
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NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK TO SHAREHOLDERS PURSUANT TO 
DIVIDEND REINVESTMENT PLAN 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, 

has filed a declaration and amendments thereto with 

this Commission pursuant to the Public Utility Hold- 

ing Company Act of 1935 (“‘Act’’), designating Sections 
6(a) and 7 of the Act and Rule 50(a)(1) promulgated 
thereunder as applicable to the proposed transactions. 

All interested persons are referred to the declaration, 

as amended, which is summarized below, for a com- 

plete statement of the proposed transactions. 


GPU proposes to issue and sell common stock to its 
common stockholders pursuant to an “Automatic 
Dividend Reinvestment Plan” (“Plan”), which will be 
administrered by Hartford National Bank and Trust 
Company of Hartford, Connecticut, as ““Agent’’ for 
the participating shareholders. Under the Plan, a holder 
of GPU common stock may elect to have his dividends 
automatically invested in additional common stock of 
GPU. Dividends to be so invested will also include di- 
vidends received on the shares held by the Agent for 
the participant’s account. The price of the shares to be 
issued by GPU to the participants on any dividend pay- 
ment date will be the average of the high and low sales 
price for such shares on the New York Stock Exchange 
on the dividend payment date or, if the New York Stock 
Exchange is closed on the dividend payment date, the 
next preceding day on which it is open. The shares pur- 
chased through the Agent will be held for the exclusive 
benefit of the participants in the Plan. 


A participant may at any time withdraw full shares in 

his account under the Plan without terminating his 
participation in the Plan. Fractional share interests 

will be paid in cash, based on the then current mar- 

ket price of GPU common shares on the New York 
Stock Exchange at the time of the sale of such frac- 
tional share. A participating stockholder must affirma- 
tively terminate his enrollment in the Plan to end his 
participation and he may do so on a dividend payment 
date if his instructions to do so are received by the 
Agent’s Dividend Reinvestment Section on or before 

the tenth day after the dividend payment date. If the 
instructions are received after the tenth day, the divi- 
dend payment for that quarter will be reinvested. The 
Participant’s entire account will then be terminated 
under the Plan, and certificates for whole shares credited 
to his account under the Plan will be issued and cash pay- 
ment will be made for any fractions of shares. 


If a participant disposes of all shares of common stock 
registered in his name, the Agent will request instruc- 
tions regarding the disposition of the shares held for 

his account under the Plan. Pending instructions in 
such a case, the Agent will continue to reinvest the 
dividends on the shares credited to his account until 
otherwise notified. A quarterly statement will be issued 
to each participating stockholder indicating the status 
of his stock interest in the Plan. 


There are no out-of-pocket expenses to participating 
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stockholders upon entry into the Plan or for participation 
therein. GPU will pay the expenses in connection with the 
offering and administration of the Plan. “s 


Common stock purchased under the Plan will be registered 

in the name of the Agent’s nominee for participants in the 

Plan. The participants will have the same rights and priv- 

ileges with respect to shares purchased under the Plan as 

they do with respect to shares acquired in any other man- 

ner. Any shares held in the Plan for participants will be 

voted only as the stockholders direct. Voting rights in- bh 
clude fractions of a share. INV 


GPU proposes initially to offer up to 5,341,998 shares 
under the Plan. It proposes to apply annually for author- 


ization to continue the Plan. Upon written notice to the INV! 
participants, GPU's board of directors may wholly or Rele 
partially amend, modify or discontinue the Plan. 
The proceeds realized from the sale of the common stock ae 
under the Plan will be used by GPU for additional invest- 
ment in its subsidiaries, to reimburse its treasury for in- TAX 
vestments theretofore made and/or to repay a portion of (FIR 
GPU's short-term indebtedness as may be outstanding SUB 
from time to time. As of March 31, 1975, GPU had $77,- 767 
500,000 outstanding in notes payable to banks, due New 
within one year. 

(812 
It is stated that no other state commission and no federal 
commission, other than this Commission, has jurisdiction NOT 
over the proposed transactions. The fees and expenses to TO: 
be incurred in connection with the proposed transactions PRC 
are estimated at $430,000, including legal fees of $45,000, 
printing fees of $150,000, and a dividend reinvestment 
agent fee of $85,000. 07 

Trus 
NOTICE IS.FURTHER GIVEN that any interested per- ("A 
son may, not later than June 16, 1975, request in writing the | 
that a hearing be held on such matter stating the nature appl 
of his interest, the reasons for such request, and the issues of t 
of fact or law raised by said declaration which he desires = 
to controvert; or he may request that he be notified if the net 
Commission should order a hearing thereon. Any suchre- | Gon 
quest should be addressed: Secretary, Securities and Ex- ~ 


change Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail 
(air mail if the person being served is located more than Ape 
500 miles from the point of mailing) upon the declarant 


at the above-stated address, and proof of service (by affi- on 
davit or, in case of an attorney-at-law, by certificate) pt 
should be filed with the request. At any time after said sT 
date, the declaration, as amended or as it may be further tor’ 


amended, may be permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula 
tion, pursuant to delegated authority. 











George A. Fitzsimmons 
a Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8792/May 16, 1975 


In the Matter of 


TAX-EXEMPT MUNICIPAL TRUST 
(FIRST NEW YORK SERIES AND 
SUBSEQUENT SERIES) 

767 Fifth Avenue 

New York, New York 


(812-3783) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR EXEMPTION FROM THE 
| PROVISIONS OF RULE 19b-1 


OTICE IS HEREBY GIVEN that Tax-Exempt Municipal 
Trust (First New York Series and Subsequent Series) 
(“Applicant”), a unit investment trust registered under 
the Investment Company Act of 1940 (“Act”), filed an , 
application on March 20, 1975, pursuant to Section 6(c) 
of the Act for an order of the Commission exempting 
Applicant from the provisions of Rule 19b-1 under the 
Act. All interested persons are referred to the applica- 

| tion on file with the Commission for a statement of the 
| representations contained therein, which are summarized 
below. 


Applicant is a trust organized under the laws of the State 
of New York. Shearson Hayden Stone, Inc. (““Sponsor’’) 
acts as Applicant’s sponsor. Each series of Applicant is 

or will be governed by a trust agreement (“Trust Agree- 
ment”) with United States Trust Company (“Trustee’’) 
as Trustee. Standard & Poor’s Corporation (“Evalua- 

tor”) serves as Evaluator. 


On December 26, 1974, Applicant filed a registration 
statement on Form S-6 under the Securities Act of 1933 
("Securities Act’). The registration statement was de- 
clared effective on February 19, 1975, and covered a 
maximum of 10,000 Units.of Tax-Exempt Municipal 
Trust, First New York Series which were offered to in- 
vestors at the public offering price computed in the 


manner set forth in the Prospectus dated February 19, 
1975. 


irst New York Series is, and each future series issued 
by Applicant will be, subject to a trust agreement for 





that series (‘“Trust Agreement”) entered into prior to or 
on the effective date of a registration statement under 
the Securities Act for the Units of such series. The Trust 
Agreement for each series will name the Sponsor as spon- 
sor and the Trustee as trustee and will contain terms and 
conditions of trust common to all series. 


Rule 19b-1(a) under the Act provides, in substance, that 
no registered investment company which is a “regulated 
investment company” shall distribute more than one 
capital gain distribution in any one taxable year. Para- 
graph (b) of the Rule contains a similar prohibition for 

a company not a “regulated investment company,” pro- 
vided, however, that a unit investment trust may dis- 
tribute capital gains distributions received from a “regu- 
lated investment company” within a reasonable time 
after receipt. 


Applicant states that the Trust is an unmanaged invest- 
ment company with portfolios of predeposited and speci- 
fically identified bonds. Once the initial deposit is made 
for a specific series, prior to the public offering of Units 
for said series, other securities may not be acquired in 
addition to or in substitution for any of the bonds ex- 
cept in the case of refunding or refinancings. Although 
bonds may be sold by the Trustee upon the Sponsor’s 
direction under certain circumstances, stated in the 
Trust Agreement, such circumstances are limited. 


Distributions of principal which constitute, in part, 
capital gains to holders of Units may arise in the follow- 
ing instances: (1) an issuer might call or redeem an 
issue held in the portfolio and (2) bonds might be li- 
quidated in order to provide the funds necessary to 
meet redemptions. 


Applicant contemplates making monthly distributions of 
principal and interest to Unitholders of first New York 
Series and subsequent series. Applicant states that the 
dangers against which Rule 19b-1 is intended to guard 
do not exist in Applicant's situation since the events 
which may give rise to capital gains are substantially 
independent of any action by the Sponsor and the 
Trustee. 


Any capital gains or return of capital distributions will 
be clearly distinguished from interest distributions in 
the accompanying report by the Trustee to Unitholders. 
Applicants contend that it would be to the detriment 
of Unitholders if a series is required to hold any money, 
which might be capital gains, until the end of its taxable 
year before distributing such gains to Unitholders. 


Applicants further state that the purpose behind para- 
graph (b) of Rule 19b- 1 is to avoid forcing a unit invest- 
ment trust to accumulate valid distributions received 
throughout the year until year end and tht the Trust's 
situation is within the intended objectives of such provi- 
sions even though each series will not invest in regulated 
investment companies. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt 
any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from any 
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provisions of the Act or any rule or regulation under the 
Act, if and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with 

the protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. 


NOTICE iS FURTHER GIVEN that any interested per- 
son may, not later than June 9, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on this matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit or in 
case of an attorney-at-law certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 

the Act, an order disposing of the application herein 

will be issued as of course following said date, unless 

the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is order- 
ed will receive any notices and orders issued in this matter, 
including the date of hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8793/May 16, 1975 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-3777) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 28(c) FOR AN ORDER APPROVING AMEND- 
MENT TO DEPOSITORY AGREEMENT OF FACE- 
AMOUNT CERTIFICATE COMPANY 


NOTICE IS HEREBY GIVEN that Investors Syndicate 

of America, Inc. (““Applicant’’), a face-amount certifi- 
cate company registered under the Investment Company 
Act of 1940 (“Act’’), has filed an application for an order 
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pursuant to Section 28(c) of the Act approving an amend- 
ment to a depository agreement to cover a new series of 
face-amount certificates, to be designated Series SP 75. 
All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations therein which are summarized below. 


Section 28(c) provides, to the extent relevant, that the 
Commission shall by order, in the public interest or for 
the protection of investors, require a registered face- 
amount certificate company to deposit and maintain, 
with a bank having specified qualifications, all or any 
part of its investments required as certificate reserves 
under the provisions of Section 28(b) of the Act. 


On November 16, 1940, the Commission issued an order 
approving the depository agreement between Applicant 
and The Marquette National Bank, which requires Appli- 
cant to deposit and maintain qualified assets at least 
equal to the certificate reserve requirements of Section 
28 of the Act (Investment Company Act Release No. 
18) for certain outstanding certificates. Subsequently, 
from time to time, the Commission has issued orders 
granting applications for amendments to the initial agree- 
ment to include coverage of new series of securities pro- 
posed to be issued (Investment Company Act Release 
Nos. 792, 1895, 3105, 3552, 3751, 4390, 6810, and 
8551). The amendment to the depository agreement, 
for which approval is now requested, concerns the de- 
posit of assets to be maintained for the benefit of hold- 
ers of the new series. Applicant agrees that it remains 
subject to all the terms and conditions contained in the 
foregoing orders of the Commission relating to the de- 
pository agreement and amendments thereto. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 9, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter acompanied by a statement as to 
the nature of his interest, the reason for such request and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued 
as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





» 


w 
INVES! 
Release 


in the fh 


\Ci NOI 
Rollins 
1 Rollir 
Wilming 


(812-37 


ORDEF 
EXEMP 


On Apr 
pany Ax 
March 3 
April 1! 
Corpore 
the Act 


The not 

request 

of the a 

course | 

for a he 
2red 
é 


The ma 
granting 
of the 4 
public i 
vestors ; 
and pro 


TISO 
that Ap 
tration : 
gistering 
ishereb 
tive fort 


Applica 
after the 
} with the 
| securiti¢ 
respect ' 
control 
IR adog 
i ncome 
| Ments, 
| 
| For the 
| agement 











INVESTMENT COMPANY ACT OF 1940 
Release No. 8794/May 19, 1975 


in the Matter of 


ic]} NORTH AMERICA INC. 
Rollins Building 

1 Rollins Plaza 

Wilmington, Delaware 19897 


(812-3788) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


On April 21, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8764) of an application filed on 
March 31, 1975 and amended on April 10, 1975 and 

April 15, 1975, by IC! North America Inc., a Delaware 
Corporation, for an order pursuant to Section 6(c) of 

the Act exempting it from all provisions of the Act. 


The notice gave interested persons an opportunity to 

request a hearing and stated that an order disposing 

of the application would be issued as a matter of 

course unless a hearing should be ordered. No request 

for a hearing has been filed and the Commission has not 
jred a hearing. 


The matter having been considered, it is found that the 
yanting of the requested exemption from all provisions 
of the Act pursuant to Section 6(c) is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


ITISORDERED, pursuant to Section 6(c) of the Act, 

that Applicant, which on April 22, 1975, filed a regis- 
tation statement under the Securities Act of 1933 re- 
gistering $100,000,000 principal amount of its debentures, 
ishereby exempted from all provisions of the Act, effec- 
tive forthwith, subject to the following condition: 


Applicant will file with the Commission, within 120 days 
after the close of each fiscal year of Applicant commencing 
with the first fiscal year in which it issues and sells any debt 
scurities: (a) the data required by Items 1.08 (except with 
respect to information relating to persons under common 
control with the Applicant), 1.09, 1.10, 1.11 of Form N- 

IR adopted by the Act, and (b) an annual balance sheet, 


| Ncome and surplus statement, and a schedule of invest- 


ments, 


| For the Commission, by the Division of Investment Man- 


aement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8795/May 21, 1975 


In the Matter of 


CHEMICAL FUND, INC. 
61 Broadway 
New York, New York 10006 


DANA ASSOCIATES 
195 Washington Street 
Brewer, Maine 04412 


(812-3766) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 
SECTION 17(a) OF THE ACT 


On April 29, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8773) of an application filed on 
February 24, 1975, and amended on April 15, 1975 

and on May 2, 1975, by Chemical Fund, Inc. (“Chemical”), 
registered as an open-end diversified management invest- 
ment company under the Investment Company Act of 
1940 (“Act”) and Dana Associates (“Dana”), registered 
as a closed-end investment company under the Act (col- 
lectively “Applicants”), for an order pursuant to Section 
17(b) of the Act exempting from Section 17(a) of the 
Act the proposed acquisition by Chemical of the assets 
of Dana in exchange for shares of Chemical. The notice 
gave interested persons an opportunity to request a hear- 
ing and stated that an order disposing of the application 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the terms of the proposed transactions are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned and that the proposed transactions 
are consistent with the policies of Applicants and with 
the general purposes of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transactions be, and are hereby, ex- 
empted from the provisions of Section 17(a) of the Act, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 


George A. Fitzsimmons 
Secretary 
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Release No. 8796/May 22, 1975 


In the Matter of 


SUN LIFE INSURANCE COMPANY OF AMERICA, 
THE SERIES INVESTMENT ACCOUNTS | 


Sun Life Building, Charles Center 
Baltimore, Maryiand 21201 


(811-2334) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Sun Life Insurance Company of America, The Series 
Investment Accounts (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act’’), as an 
open-end, diversified, management class series invest- 
ment company, filed an application on March 13, 
1975, pursuant to Section 3(f) of the Act for an order 
of the Commission declaring that Applicant has ceased 
to be an investment company as defined in the Act. 


On April 11, 1975, the Commission issued a notice of 
filing of said application (Investment Company Act 
Release No. 8753). The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application, would be issued 
as of course unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) 
of the Act that the registration of Sun Life Insurance 
Company of America, The Series Investment Accounts, 
shall forthwith cease to be in effect. 


For the Commission by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6887/May 16, 1975 
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SEC v. PRO-TECH PROGRAMS, INC. 
(SDNY) 73 Civ. 1176 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commis- 
sion announced that permanent injunctions by default 
have been entered against two (2) of the eleven (11) de- 
fendants in the above action enjoining them from fur- 
ther violations of the antifraud provisions of the federal 
securities laws in connection with the common stock 
of Pro-Tech Programs, !nc. (“Pro-Tech’’). The two (2) 
defendants are Smith Jackson & Co., Inc., a New York 
broker-dealer and Stephen Smith (“Smith”), the presi- 
dent of Smith, Jackson who resides in Englewood, 
New Jersey. 


The Complaint, which was filed on March 20, 1973 
alleged that Smith and Smith, Jackson violated Section 
17(a) of the Securities Act of 1933 (“Securities Act”) 
and Section 10(b) and Rule 10b-5 thereunder of the 
Securities Exchange Act of 1934 (“Exchange Act”’) in 
that they sold thousands of shares of Pro-Tech com- 
mon stock for their customers and for the Smith Jack- 
son firm trading account while failing to disclose to 
the purchasers certain material, non-public informa- 
tion. That information included investigations and 
proceedings brought by the New York City Depart- 
ment of Consumer Affairs, and New Jersey consumer 
agencies relating to among other things, fraudulent 
sales practices of Pro-Tech. The Complaint further 
alleged that Smith and Smith, Jackson acquired this 
information in their capacity as financial consultant 
to Prc-Tech. 


The default judgments were signed by Inzer B. Wyatt, 
United States District Court Judge for the Southern 
District of New York on April 1, 1975. The defaults 
resulted from the failure of the defendants Smith and 
Smith, Jackson to appear at depositions which has 
been noticed by the plaintiff Commission and which 
were to be taken pursuant to an order signed on 
March 10, 1975 by Judge Wyatt. 


The action is still continuing as to the remaining nine 
(9) defendants. 


For further information see Litigation Release 5810, 
SEC Docket Volume No. 1, No. 9. 





Litigation Release No. 6888/May 16, 1975 


SEC v. SAVOY INDUSTRIES, INC., et al. 
D.D.C. Civil Action No. 74-1711 


The Securities and Exchange Commission announced 
that on May 8, 1975, the Honorable John Pratt of the 
United States District Court for the District of Colum- 
bia permanently enjoined Savoy Industries, Inc., 
(“Savoy”) of New York, New York, from violations 
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‘of the antifraud provisions of the Securities Acts and 


the reporting provisions of the Securities Exchange Act 
s, 934 and the rules and regulations promulgated 
a 4 under. 


The Commission’s Complaint, filed on November 22, 

1974 against Savoy and five other defendants, alleged 
among other things that Savoy participated in a scheme 
to conceal the role of a certain individual as a controlling 
factor in the acquisition of Savoy. As part of the consent, 
Savoy has agreed to file with the Commission amended 
reports disclosing as fully as possible the identity and back- 
gound of all persons involved in the acquisition of the 
Savoy shares and the purpose behind the acquisition. 

Savoy consented to the injunction permanently enjoin- 

ing it without admitting or denying the allegations of 

the Complaint. 


‘Se Litigation Release No. 6600. 





Litigation Release No. 6889/May 19, 1975 


SEC v. U.S. FINANCIAL, INC., et al. 
S.D. Cal. 74 Civ. 92-T) 


The Securities and Exchange Commission announced 
jon May 12, 1975 the Honorable Howard B. 
yentine, United States District Judge for the South- 


[en District of California, signed a Final Judgment of 


Permanent Injunction against William L. O‘Bryon 
(‘O’Bryon”), which Judgment was entered on May 13, 
1975. The Final Judgment enjoins O’Bryon from fur- 
ther violations of Section 10(b) of the Securities Ex- 
change Act of 1934 and Rule 10b-5 thereunder by 
making false statements of material facts or omitting 

to state material facts concerning, among other things, 
the earnings and financial condition of U.S. Finan- 

cial, Inc. (“USF”), or any other issuer; and the true 
identity to parties in interest in transactions involving 
the purchase, sale or lending of USF’s or any other 
issuer's assets. The Final Judgment also requires O’Bryon 
to tender to USF all his right, title, and interest in cer- 
lain property and in a certain escrow fund established 
from the sale of another property, within 15 days from 


the date of the Final Judgment, if not previously ten- 
dered. 


0'Bryon consented to the entry of the Final Judgment 
without admitting or denying the allegations of the 
Commission’s complaint which was filed on Feburary 
%, 1974. The Commission’s complaint charged, among 
other things, that O’Bryon, with others, engaged in a 
fraudulent scheme to assist USF and its former manage- 
ment in the manufacture and overstatement of reven- 
ves and profits of USF for the years 1970 through 1972. 
The complaint alleged that O’Bryon and others set up 
jsactions which were purportedly sales by USF of cer- 
5 of its assets to O’Bryon when, in fact, O’Bryon was 
Ing as a nominee of USF and was secretly provided 


risk free ownership, a guaranteed 10% return on his in- 
vestment, and undisclosed bank loans and guarantees by 
USF and its former management. USF improperly re- 
corded such revenues and profits in its annual and per- 
iodic reports, registration statements, press releases and 
other public statements during such years. 


For further information, see Litigation Release No. 
6258/February 25, 1974. 





Litigation Release No. 6890/May 19, 1975 


SEC v. ASHLAND OIL, INC., et al. 

(Civ. No. 75-0794) 

(United States District Court for the District of 
Columbia) 


The Commission today announced the entry of orders 
of permanent injunction against Ashland Oil, Inc., 
Orin E. Atkins, William R. Seaton and Clyde M. Webb 
in the United States District Court for the District of 
Columbia. The defendants consented to the entry of 
these orders without admitting or denying the allega- 
tions of the Commission’s complaint. 


Under the terms of the order, defendant Ashland was 
enjoined from further violations of Sections 13(a) 

and 14(a) of the Securities Exchange Act of 1934, 
from using corporate funds for unlawful political 
contributions or similar unlawful pruposes; from mak- 
ing materially false or fictitious entries in its corporate 
books and records; and from establishing or maintain- 
ing any secret or unrecorded fund of corporate monies 
or other assets. 


The Commission alleged in its complaint that defendants 
Ashland, Atkins, Seaton and Webb had maintained a 
secret fund of corporate monies in excess of $700,000 
and that monies from this fund had been used for poli- 
tical contributions and other purposes, a substantial 
portion which was unlawful. 


The Commission also alleged in its complaint that dur- 
ing the period from 1967 to the date hereof, defendants 
Ashland, Atkins and Seaton caused Ashland to disburse 
in excess of $4 million in cash overseas ostensibly for 
business purposes without adequate accounting or 
auditing procedures. 


The company has undertaken as part of its consent to 
the entry of this order to continue its ongoing investiga- 
tion with respect to such payments and its corporate 
records and controls and to file a report of that inves- 
tigation with the Commission and the court. 





Litigation Release No. 6891/May 19, 1975 
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William D. Moran, Administrator of the New York Re- 
gional Office and Paul Curran, United States Attorney 
for the Southern District of New York, announced the 
following convictions and sentences in the case of 
United States v. Rubinson, et al., 74 Cr. 573 (S.D.N.Y.): 


Defendant Action 

Sidney Stein sentenced to 10 years 
in jail and fined 
$20,000 

Philip Kaye sentenced to a term 


of one year and one 
day 
Norman Rubinson found guilty of con- 
spiracy to violate 
and substantive vio- 
lations of the federal 
securities laws 
Albert Feiffer found guilty of con- 
spiracy to violate and 
substantive violations 
of the federal securities 
laws 
Lawrence Levine found guilty of con- 
spiracy to violate 
the federal securities 
laws 
William K. Chester found guilty of viola- 
tions of Section 5 
of the Securities Act 
of 1933 
Edgar Reynolds found guilty of vio- 
lations of Section 5 
of the Securities 
Act 


The defendants were found guilty on March 23, 1975 
after a nine week jury trial before the Honorable Con- 
stance Baker Motiey. Both Stein and Kaye pled guilty 
before trial to conspiracy to violate and substantive 
violations of the federal securities laws. The defendants 
were indicted on June 4, 1974 wherein they were 
charged with the Commission of various crimes in 
connection with transactions in the common stock of 
Stern-Haskell, Inc. 


For further information see Litigation Release Nos. 
4768 and 4781. 





Litigation Release No. 6892/May 19, 1975 
U.S. v. ROBERT ALDEN RHOADS, et al. 


50/SEC DOCKET 


(C.D. CA Crim. Action No. 75-737, 75-738, 75-739, 
75-740) 


William D. Keller, United States Attorney for the Cen‘), 
tral District of California, and Gerald E. Boltz, Regional 
Administrator of the Los Angeles Regional Office of 
the Securities and Exchange Commission, announced 
that on May 13, 1975, a Federal Grand Jury in Los 
Angeles, California, returned four separate indictments 
charging 8 individuals with multiple charges including 
violations of the federal securities laws, conspiracy, 
maii fraud, wire fraud and the filing a false tax return, 
all arising out of alleged fraudulent activities relating 
to the Shamrock Fund, an open-end diversified, mutual 
fund based in Westlake Village, California. 


Charged were: 


Robert Alden Rhoads, 48, of Mission Viejo, 
California, former manager of the Shamrock 
Fund; 


Hunter Brooks Brashier, 31, of Woodland 
Hills, California; 


- John Michael Coughlan, Sr., 58, of Los An- 
geles, California; 


Nicholas G. Snyder, 55, of Houston, Texas, 
president of Kardar Canadian Oils, Ltd., an 
oil company in Houston; 


Duane Smith Jensen, 30, of Salt Lake City, 





Utah, former president of Transamerican all 
Securities, Inc., a Salt Lake City brokerage br 
firm; pa 
sol 
- Jerry V. Strand, 34, a Salt Lake City, Utah act 
attorney; 
(d| 
G. Alfred Roensch, 39, a San Francisco, 60 
California attorney; . 
-- Leo L. Lamb, 41, of Orinda, California. 
th 
All four of the indictments named Robert Alden Rhoads, $2 
as a defendant. Rhoads, as the portfolio manager of the Le 
Shamrock Fund, is alleged to have conspired with other art 
defendants and co-conspirators to make purchases of 
stock on behalf of the Shamrock Fund, which purchases Th 
were conditioned upon the sellers of the stocks making co 
secret pay backs to Rhoads for the benefit of a firm an 
known as Lincoln Management, which operated the mu- 
tual fund. The payments were made by the sellers of the 
stocks in such a manner that it would not be apparent 
that the purchases by Shamrock Fund and the pay 
backs by the sellers were part of the same transactions. 
The statutes thus allegedly violated included sections of 
the Investment Company Act of 1940, the antifraudsec Lj 
tions of the Securities Exchange Act of 1934, as well as 
mail fraud, wire fraud and conspiracy. SE 
MS 


Each of the indictments represented charges relating to 





f 


one of the transactions entered into by Shamrock Fund 
through Mr. Rhoads. The transactions alleged in the in- 
»stments were the following: 


ta) A purchase of 5,500 shares of stock in Advanced 


Container Corporation by the Shamrock Fund in No- 
vember, 1971, for approximately $122,000.00 with a 
secret pay back of $25,000.00. Named as defendants 

in the indictment relating to this transaction were John 
Michael Coughlan, Sr., and Hunter Brooks Brashier, who 
is alleged to have made the secret pay back. In addition 
to the securities law and fraud violations previously 
mentioned, Hunter Brashier was also charged with filing 
a false income tax return in not declaring on his 1971 
income tax return the gains resulting from this transac- 
tion, which allegedly amounted to $50,000. 


(b) The second indictment involved a purchase by 
Shamrock Fund in December, 1971 of 200,000 shares 
of Kardar Canadian Oils, Ltd., an oil company with 
offices in Houston, Texas, for $325,000.00. with a 
secret pay back of $80,000.00. Named as defendants 

in the indictment relating to this transaction were 
Robert Alden Rhoads, John Michael Coughlan, Sr., and 
Nicholas G. Snyder, who is alleged to have made the 
secret pay back as well as paying $60,000.00 in finder’s 
fees to defendant Coughlan and Coughlan’s son. 


(c) The third indictment depicted a purchase by Sham- 
rock Fund in January, 1972 of 40,000 shares of stock in 
acompany called Hoffman Resources, Incorporated, for 
a total price of $105,000.00, with a secret pay back 
alleged to have been made of approximately $40,000.00. 
yamed along with Rhoads in this transaction as defend- 


i Ayants were Duane Smith Jensen, who allegedly acted as 


oads, 


ns. 
s of 
| sec: 
| as 


| to 


broker in the illegal joint transaction and the secret 
pay back, and Jerry V. Strand, who owned the stock 
sold to Shamrock Fund and helped arrange the trans- 
action, and 


(d) A purchase by Shamrock Fund of approximately 
600,000 shares of stock in Consolidated Equities Man- 
agement Incorporated (CEMI) for $200,000.00 was 

the subject of the fourth indictment. Named as Rhoads’ 
co-defendants in this indictment were G. Alfred Roensch, 
who was an officer of CEMI, and who allegedly made 

the sale to Shamrock Fund and the secret pay back of 
$25,000.00 as well. Also named in this indictment was 
Leo L. Lamb, a promoter who is alleged to have helped 
afrange the transaction. 


The indictments are a product of a lengthy investigation 
conducted by the Securities and Exchange Commission 
and the United States Attorney’s Office. 





Litigation Release No. 6893/May 19, 1975 


SEC v. NATIONAL BERYLLIA CORP., et al. 


DESDNY 74 Civ. 4949 (HFW)) 


The Securities and Exchange Commission announced 
that on April 25, 1975 the Honorable Henry F. Werker, 
United States District Judge for the Southern District 

of New York, signed a Consent Judgment of Permanent 
Injunction against John Z. Kos (“Kos”) and Clifford J. 
O’Rourke (““O’Rourke’’), National Beryllia Corp.'s 
(“NBC”) former controller and manager of administrative 
services, respectively. The Consent Judgment enjoins Kos 
and O’Rourke from further violations of Section 10(b) 
of the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder by making false statements of material facts 
or omitting to state material facts concerning, among 
other things, the earnings and financial condition of 
NBC. 


Kos and O’Rourke consented to the entry of the Consent 
Judgment without admitting or denying the allegations 
of the Commission’s complaint which was filed on No- 
vember 12, 1974. The Commission’s complaint charged, 
among other things, that Kos and O’ Rourke with others, 
engaged in a fraudulent scheme to assist NBC in the 
overstatement of its revenues and profits for the year 
1972, which revenues and profits were recorded in 
NBC’s annual and periodic reports, press releases and 
other public statements. 


Defendant Phillip Hessinger, NBC’s former senior 
vice president, charged with the same violation, sim- 
ilarly consented on November 13, 1974. 


For further information, see Litigation Release No. 
6581. 





Litigation Release No. 6894/May 20, 1975 


U.S. v. PETER DALE KAUSS AND R. S. EMERSON 
& CO., INC. 
(D. Guam, Crim. No. 75-012) 


Duane Craske, United States Attorney for the District 
of Guam, and Gerald E. Boltz, Regional Administrator 
of the Los Angeles Office of the Securities and Exchange 
Commission, announced the return of an indictment by 
a Federal Grand Jury of the Federal District Court for 
the Territory of Guam, on May 8, 1975, charging Peter 
Dale Kauss, now of Chicago, Illinois, formerly of Agana, 
Guam, and R. S. Emerson & Co., Inc., a registered brok- 
er-dealer, formerly operating at Agana, Guam, with vio- 
lations of the securities fraud provisions of the Securities 
Act of 1933 in nine counts, the mail fraud statute in 

ten counts, and the false filing provisions of Title 18 
USC §1001 in one count. Kauss was arrested in Chicago 
by Postal Inspectors on May 15, 1975. 


In substance, the indictment alleged that Kauss operated 
R. S. Emerson & Co. from approximately January 1971 
to about April 1972 and that while operating that firm, 
it and Kauss defrauded numerous investor customers by 
converting to their own use securities and money which 
investor customers had entrusted to them for the purpose 
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of effecting transactions in securities or for the safe- 
keeping of securities. The indictment further alleged 
that in order to conceal the fraudulent course of busi- 
ness, Kauss caused the firm to submit to the Commis- 
sion a false and fraudulent financial statement. 


In a separate but related action, the Securities Investor 
Protection Corporation obtained the appointment of 

a trustee in the Federal District Court at Agana, Guam, 
and as a result approximately $200,000 in claims of 
investors with R. S. Emerson & Co. have been paid. 


The investigation leading to the prosecution of this 
matter was jointly conducted by staff members of the 
Commission’s Los Angeles Office and agents of the 
Postal Inspection Service. 





Litigation Release No. 6895/May 20, 1975 


SEC v. SOUTHERN STAR LAND AND CATTLE CO., 
INC., et al. 
(S.D. Fla. Civil Action No. 75-803-Civ-CA) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and the Miami Branch Office of the Securities 
and Exchange Commission announced that on May 14, 
1975, the Commission filed a Complaint in the United 
States District Court for the Southern District of Flor- 
ida seeking an injunction against Southern Star Land 
and Cattle Co., Inc. (“Southern Star’), Neal H. Levine 
(“Levine”) of Miami, Florida, and Harry H. Epstein 
(“Epstein”) of No. Woodmere, N. Y., to prohibit 
future violations of the registration and antifraud pro- 
visions of the federal securities laws. Levine and Ep- 
stein are the President and Chairman of the Board, 
respectively, of Southern Star. 


The Complaint alleged that Southern Star, Levine, and 
Epstein violated and aided and abetted violations of 
Sections 5(a) and 5(c) of the Securities Act of 1933 

by offering and selling unregistered securities of South- 
ern Star in the form of investment contracts and/or profit 
sharing agreements which were denominated by the de- 
fendants as “cattle breeding programs.”” The Complaint 
further alleged that Southern Star, Levine, and Epstein 
violated and aided and abetted violations of Section 17(a) 
of the Securities Act of 1933, Section 10(b) of the 
Securities Exchange Act of 1934, and Rule 10b-5, there- 
under. These allegations related to omissions and misre- 
presentations of material facts in connection with the 
offer and sale of Southern Star’s cattle breeding pro- 
grams, including: the risks inherent in “tax shelter’’ 
investments; the risks involved in cattle breeding; the 
financial condition of Southern Star; mark-ups on the 
cattle which were sold to investors by Southern Star; and 
that a conflict of interest may exist as the result of 
Southern Star’s right to sell the investors’ cattle at any 
time. 


Simultaneously with the filing of the Complaint, Southern 
Star, Levine, and Epstein, without admitting or denying 
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the allegations in the Complaint, consented to the entry 
of an Order of Permanent Injunction in accordance with 
the demands of the Complaint. Pursuant to the terms of 
the Stipulation and Consent, United States District 
Judge C. Clyde Atkins entered an Order of Permanent 
Injunction prohibiting the defendants from further vio- 
lating the above-mentioned registration and antifraud 
provisions of the federal securities laws in connection 
with the offer and sale of any security. Southern Star 
was further ordered to notify all investors in its program 
about the litigation. 





Litigation Release No. 6896/May 21, 1975 


SEC v. STAVER, TALLAL & TRENT, INC., et al. 
(N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced that on May 15, 1975, Federal 
District Judge Sarah T. Hughes at Dallas, Texas, enter- 
ed Orders of Permanent Injunction by Consent against 
Staver, Tallal & Trent, Inc., Preble Properties, Inc., 
Michael Staver & Company, Inc., Hugh Michael Staver, 
Nelson B. Guyer, and Joseph J. Tallal, Jr., all of Dallas, 
Texas. Each of the defendants consented to the entry 
of the Orders without admitting or denying the allega- 
tions of the Commission’s Complaint. 


The Commission’s Complaint alleged that Staver, 
Tallal & Trent, Inc., Preble Properties, Inc., Michael 
Staver & Company, Staver, Guyer and Tallal violated 
the securities registration and antifraud provisions of 
the federal securities laws. The Complaint further 
sought to enjoin Staver, Tallal & Trent, Inc. from vio- 
lations of certain recordkeeping provisions of the In- 
vestment Advisers Act of 1940, and Staver, Tallal 

& Trent, Inc., Staver and Tallal from violations of 
certain antifraud provisions of that same Act. 


Additionally, the Complaint sought to enjoin Michael 
Staver & Company, Inc. from acting as an unregistered 
broker or dealer. 


The Compiaint alleged that the violations occurred in 
connection with the offer and sale of investment con- 
tracts in the form of limited partnership and joint ven- 
ture interests in real estate syndications issued by 
Michael Staver & Company, Inc. to investor-clients 
obtained through Staver, Tallal & Trent, Inc., an in- 
vestment adviser registered with the Commission, 
which purported to provide estate planning and finan- 
cial advice. 


The Complaint further alleged that Staver, Tallal & 
Trent, Inc. has never been an economically viable 
entity, that its primary function is to act as a vehicle 
to solicit investors for Michael Staver & Company, Inc. 
real estate syndications, and that the conflict of inter- 
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est existing between Staver, Tallal & Trent, Inc., as a 
“nancial adviser, and Michael Staver & Company, Inc., 
promoter of the real estate syndications, was not dis- 
tiosed to investors. 


The Complaint also alleged that Michael Staver & Com- 
pany, Inc. and Preble Properties, Inc. received substan- 
tial compensation in the sale of the real estate syndica- 
tion interests in the form of price mark-ups which was 
not disclosed to investors. 





Litigation Release No. 6897/May 21, 1975 


U.S. v. NORMAN PIERSON 
(N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, and Frank D. McCown, United States Attor- 
ney for the Northern District of Texas, jointly an- 
nounced today that on May 9, 1975, Federal District 
Judge Sarah T. Hughes, at Dallas, Texas, gave Norman 
Pierson, Norman, Oklahoma, a three-year probated 
sentence and a $3,000 fine on criminal contempt 
charges. 

~n April 18, 1975, Pierson plead guilty to an Informa- 

(Rtn charging him with criminal contempt of a perma- 
nent injunction by continuing, subsequent to the entry 
of the injunction on April 24, 1970, to offer and sell 
stock of Naturizer, Inc., Norman, Oklahoma. 


For further information, see Litigation Release Nos. 
4596, 4660, 6833, and 6847. 





Litigation Release No. 6898/May 21, 1975 


SEC v. GENERAL REFRACTORIES COMPANY, et al. 
(D.C. Civil No. 75-0809) 


The Securities and Exchange Commission announced today 
the filing of a civil injunctive action against General Re- 
fractories Company (“GRX”), a New York Stock Exchange 
listed company, Hermann Mayer (““H. Mayer”), an Austrian 
national residding in Switzerland, Joseph G. Solari (“’So- 
lari"), GRX’s chairman of the board, John E. Hartshorn 
(“Hartshorn”), GRX’‘s executive vice president, Dan Mayer, 
Jorg Harmmerli (““Haemmerli’’), Sanbil Handels Anstalt 
("Sanbil"), Refrax Handels Anstalt (““Refrax’”’), Magnesit 
Holding A.G. (““Magnesit Holding”), A. G. Fuer Magnesit 
xport (“Export”), Aldo Handels Anstalt (‘“Aldo”’) and 
Pwiss Bank Corporation (“Swiss Bank”) charging viola- 
tions of Sections 10(b), 13(a), 13(d) and 14(a) of the 


Securities Exchange Act of 1934 (‘Exchange Act’’), and 
Rules 10b-5, 13a-1, 13d-1, 13d-2, 14a-3 and 14-9, there- 
under, and Rule 12b-20. 


The Complaint alleges that H. Mayer has for many years 
been a substantial stockholder of GRX, had representa- 
tion on the board of directors of GRX, and has had sub- 
stantial business dealings with GRX, and that such stock- 
holdings, board representation and business transactions 
have been concealed from GRX shareholders, the Commis- 
sion and the investing public by failing to disclose such 
facts in GRX’‘s annual reports, proxy materials and 
Schedule 13D filings with the Commission. 


More particularly, the Commission alleges that at various 
times H. Mayer and several Swiss and Liechtenstein com- 
panies (Sanbil, Refrax, Magnesit Holding, and Aldo) have 
owned and/or controlled GRX shares in amounts which 
at times exceeded 10% of GRX’s outstanding stock and 
in amounts as much as 17% of GRX’‘s outstanding stock. 
It is alleged that H. Mayer had a representative on GRX’s 
board since 1965 and was represented by his son, Dan 
Mayer, from April 1971 until April 1975. It is further 
alleged that H. Mayer’s companies have engaged in pur- 
chases and sales of ore from and to GRX, which trans- 
actions are alleged to have caused GRX to incur unneces- 
sary costs to the benefit of H. Mayer’s companies, handled 
the distribution of finished products for GRX, acquired 
royalty rights from GRX, from whom an H. Mayer com- 
pany received royalties, and resold such rights to GRX, 
participated in a joint venture with GRX and borrowed 
funds on an interest-free basis from GRX, which trans- 
actions are alleged to have generated millions of dollars 
in revenues for H. Mayer’s companies. 


In addition, it is alleged that H. Mayer and companies 
owned and/or controlled by him, at least as of October 
12, 1972 and probably prior thereto, held in excess of 
5% of GRX’s outstanding shares, but failed to file a 
Schedule 13D with the Commission. It is also alleged 
that Solari purchased half of a block of GRX stock 
amounting to 7.6% of GRX’s outstanding shares and 
that H. Mayer-controlled companies purchased the other 
half of such block and that such persons and entities, 
while acting as a “group” in connection with the pur- 
chase of such block, failed to file a Schedule 13D. It is 
alleged that H. Mayer-controlled companies purchased 
additional GRX shares and failed to file amendments 
to the required Schedule 13D. 


It is also alleged that Swiss Bank aided and abetted 
violations of Sections 10(b) and 13(d) and Rules 
10b-5, 13d-1 and 13d-2 by assisting H. Mayer in the 
accumulation and concealment of his and his companies’ 
stockholdings by breaking up holdings in its nominee 
names into block holdings of less than 5% of GRX’s 
outstanding stock and cuasing such blocks to be regis- 
tered in nominee names of correspondent institutions. 
It is further alleged that certain of the defendants 
caused Sanbil to file a false Schedule 13D with the 
Commission and false amendments thereto which fur- 
ther concealed, among other things, the full extent of 
H. Mayer's and his companies’ holdings in GRX, his 
board representation and the nature and amount of 
his business transactions with GRX. 
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While required to disclose such information, since 1965 

to date, it is alleged that GRX and the other defendants 
(with the exception of Haemmerli, a Swiss attorney and 

a director of Sanbil, and Swiss Bank) filed and disseminated 
and caused to be filed and disseminated false and mislead- 
ing annual reports and proxy materials. The Commission 
also alleges that in 1972 and 1974, GRX made payments 

to officials of foreign governments which were not proper- 
ly accounted for or disclosed in annual reports for those 
years. 


in addition to injunctions, the Commission is also seeking 
the appointment of a special counsel to conduct an investi- 
gation into certain transactions, disgorgement of wrong- 
fully obtained benefits and the correction and filing of 
required reports. 











TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 397/May 19, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until June 12, 1975 to 
request a hearing on the application by Flexi-Van 
Corporation, a New York corporation, pursuant to Sec- 
tion 310(b)(1) (ii) of the Trust Indenture Act of 1939 
declaring that the trusteeship of Bankers Trust Com- 
pany under two indentures of the Trust is not so likely 
to involve a material conflict of interest as to make it 
necessary to disqualify Bankers Trust Company from 
acting as trustee. 
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